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France Criticizes U.S.-EC Farm Subsidy 
Reduction Accord 


AU 1703193893 Paris AFP in English 1919 GMT 
17 Mar 93 


[Text] Brussels, March 17 (AFP)}—France launched a 
new attack here Wednesday [17 March] on an agreement 
between the European Community and the United 
States on cutting farm subsidies, and objected to growing 
imports of U.S. corn gluten feed. 


Speaking at a meeting of E.C. agriculture ministers, the 
French minister, Jean-Pierre Soisson, also called for a 
re-examination of a 1967 accord by which the E.C. 
agreed not to apply import duties on American corn 
gluten animal feed. 


Soisson said that last November’s E.C.-U.S. agreement 
to cut farm subsidies in general was not acceptable 
because it went beyond the terms of the E.C.’s Common 
Agricultural Policy (CAP) reform plan agreed in mid- 
1992. 


“The sum of guesstimates each more fragile than the 
other makes the global resuit not even uncertain but 
totally illusory,” Soisson said of the agreement, which is 
based on estimates of crop yields and demand for the 
next six years. 


British Agriculture Minister John Gummer expressed 
the majority view of E.C. countries when he dismissed 
the French objections and said the subsidies accord fell 
well within the E.C.’s farm reform plans. 


But Soisson also accused U.S. exporters of illicitly 
mixing in too much maize into their exports of corn 
gluten feed, thus avoiding tariffs on grain and stealing 
market share away from European farmers. 


As part of last November's subsidy accord, the E.C. 
agreed to stop objecting to the corn gluten feed exports 
after earlier trying to use them as a bargaining chip. 


However, E.C. Farm Commissioner Rene Steichen said 
negotiations were now under way with the United States 
to resolve the corn gluten dispute. 


The E.C.-U.S. farm subsidies accord is hugely unpopular 
in France, where it is a campaign issue for parliamentary 
elections which start on the weekend. 


The ministers did not vote on the issue at Wednesday's 
meeting. Gummer said there could be no resolution until 
after the French elections. 


But the French centre-right, which is expected to win the 
elections from the ruling Socialists, is also fiercely 
opposed to the deal. 


The ministers also took a preliminary decision to roll 
over milk production quotas for the 1993/94 year 
instead of cutting them by one percent as previously 
proposed. It will be reviewed next month. 


But they rejected a proposal from the E.C.’s executive 
European Commission to cut subsidised support prices 
for butter by five percent, as required by the commu- 
nity’s Common Agricultural Policy (CAP) reform plan. 


The ministers agreed to raise Spain’s milk production 
quota—by 500,000 tonnes—for the coming year, but 
delayed a similar decision for Italy and Greece. The milk 
quota issue had been hotly disputed for months. 


EC Official on U.S. Trade Dispute Over Public 
Contracts 


BR1703153293 Brussels LE SOIR in French 17 Mar 93 
po 


[Interview with EC Representative in Washington 
Andreas van Agt by Andre Riche; place and date not 
given: “Van Agt Awaits Positive Action”} 


[Text] Andreas van Agt, the former Dutch prime min- 
ister, is the EC representative in Washington, and he is 
sounding out the intentions of the Clinton administra- 
tion: 


[Van Agt] Nobody yet has a clear idea of what his policy 
on trade will be. We are picking up contradictory signals, 
with plenty of very fine declarations of principle on his 
commitment to trade liberalization; at the same time, 
there are actions which point precisely in the opposite 
direction, such as Mickey Kantor’s rejection of negoti- 
ating on Monday [15 March]. 


[Riche] Your counterpart, James Dobbins, is accusing 
the EC of having acted unilaterally by creating the single 
market for public contracts. For him, the ball is in the 
European court. 


[Van Agt] I disagree categorically. Undeniably, the new 
system governing public contracts is more liberal than 
the previous system applying in the EC. U.S. companies 
now have a greater chance of winning European public 
contracts. In the single market, a Dutch company is on 
the same footing as, say, a French company as far as 
public contracts are concerned. A U.S. company is not, 
of course, because the United States does not belong to 
the single market. The Americans are calling this dis- 
crimination. 


[Riche] Is Kantor’s tone not ringing the changes? 


[Van Agi] No doubt, Mrs. Hills would have been more 
prudent than Mickey Kantor. There has been an obvious 
change of style. Kantor is more determined, more aggres- 
sive. However, the problem of public contracts was 
tabled by the Bush administration. As far as this issue 
goes, the Clinton team is happy to pursue a similar 
strategy. 


[Riche] Do you see any prospect of the GATT talks 
reaching a swift conclusion? 


[Van Agt] Even without any new conflict, it will be 
difficult to reach an agreement on GATT. The aggressive 
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U.S. actions will reinforce the EC member states’ frus- 
tration and irritation. This will not serve the interests of 
progress, although I believe that a GATT agreement is 
still possib!s today. 


EC To Donate Food Parcels for U.S. Bosnia 
Airdrop 


AU1703175293 Paris AFP in English 1448 GMT 
17 Mar 93 


[Text] Brussels, March 17 (AFP)}—The European Com- 
munity is to give 175,000 food parcels to the U.S. aid 
airdrop mission in Bosnia-Hercegovina, the E.C.’s exec- 
utive European Commission said here Wednesday [17 
March]. 


A Commission spokesman said each 1.7 kg (3.7 pound) 
parcel would be enough to feed one person for one day, 
and would contain two prepared meals, water purifica- 
tion tablets and necessities. 


Delivery of the parcels is being organised from the U.S. 
Rhein-Main Air Force Base near Frankfurt, Germany, 
by the U.N. High Commissioner for Refugees in a joint 
operation with Britain’s Overseas Development Agency. 


The commission said the aid, worth one million ECU 
{European currency unit] (1.22 million dollars), would 
be paid from a 74 million dollar aid allocation for former 
Yugoslavia approved on March 3. 


E.C. Development Aid Commissioner Manuel Marin 
said the European Commission was contributing “with 
all the instruments at its disposal” to the U.S. operation 
to parachute emergency aid to besieged Bosnian commu- 
nities. 


United Nations Appeals for Relief Funds for 
Ex-SFRY 


AU1703200093 Paris AFP in English 1939 GMT 
17 Mar 93 


[Text] Geneva, March 17 (AFP)}—The United Nations 
has launched an appeal for 840 million dollars to help an 
estimated four million people in need in former Yugo- 
slavia for the rest of the year, officials said Wednesday 
[17 March]. 


The U.N. High Commissioner for Refugees (UNHCR) 
set the figure ahead of an international conference sched- 
uled for March 25 which will assess the financial needs of 
the aid operation this year. 


Some 55 countries and organisations have been invited 
to the conference in Geneva, which will specifically 
examine the humanitarian aspects and needs of the 
Balkan conflict. 


The new appeal for funds, for the period from April | 
until December 31 this year, aims to cover predicted 
UNHCR costs of 369.9 million dollars and costs of the 
world food program, as well as those of other U.N. 
agencies. 
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Some 469 million dollars have already been spent by 
seven U.N. agencies in ex-Yugoslavia since the start of 
aid operations there in November 1991. 


UK To Evacuate Dutch Personnel From Bosnia, If 
Necessary 

LD1703180493 London PRESS ASSOCIATION in 
English 1725 GMT 17 Mar 93 


[By PRESS ASSOCIATION defense correspondent 
Charles Miller] 


[Text] British troops will rescue Dutch personnel if a 
crisis erupts in war-ravaged Bosnia under an agreement 
disclosed tonight. The Dutch Government, anxious 
about the safety of its nationals who are driving human- 
itarian aid trucks, suggested a reciprocal agreement. 
They are providing a frigate for the British task force in 
the Adriatic with an unwritten agreement that their 
personnel will be evacuated in an emergency. 


Britain decided to send the mini-task force headed by the 
carrier Ark Royal in January following the death of a 
soldier and two artillery attacks on the UK forward 
logistics base at Tomislavgrad. The task force can rapidly 
send in forces to reinforce troops on the ground or 
evacuate them in an emergency. 


Acutely aware they could not launch a similar operation 
to protect their nationals, the Dutch have sent the frigate 
Abraham Crijnsen to join the task force. This has 
allowed the Royal Navy to release one of its two escort 
frigates with the task force, HMS Brilliant, for other 
duties. 


“It is a very practical arrangement,” said a Defence 
Ministry source. “They get stores from the British ships 
and are used to exercising with us so the operation is 
slick and effective.” 


A MoD [Ministry of Defense] spokesman said: “It was 
agreed between the Dutch and UK Defence Ministries 
that it would be of common benefit for the Dutch ship to 
operate as part of the Ark Royal group.” 


Further Reportage on Baltic Ministers’ Talks in 
Helsinki 


Lithuania's Gylys Addresses Council 


LD1703110693 Vilnius Radio Vilnius Network in 
Lithuanian 0800 GMT 17 Mar 93 


[Text] The meeting of foreign ministers of the Baltic Sea 
Council of States is in progress in Helsinki. Lithuanian 
Foreign Minister Povilas Gylys made an opening speech 
there. He pointed out that the idea proposed last year to 
set up the Baltic Sea Council of States is successful and 
that the work carried out by the council is successful and 
useful. The most important thing, according to Povilas 
Gylys, is that open hostilities have been avoided. 
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According to a report by the BALTIC NEWS SERVICE 
correspondent from Helsinki, the Lithuanian foreign 
minister drew the attention of conference participants to 
the fact that in recent months important changes have 
taken place in Lithuania: the Constitution, the president, 
the Constitutional Court, and the Seimas have been 
democratically elected. The present Lithuanian Govern- 
ment stressed its irreversible course toward democracy, 
continuing more open links with the West and negoti- 
ating with the countries in the East on political and 
economic links, while at the same time aspiring to switch 
over to a free market economy, Povilas Gylys said. 


Kozyrev Statement Presented 


OW1703135793 Moscow BALTFAX in English 
1151 GMT 17 Mar 93 


[Following item transmitted via KYODO} 


[Text] The Council of Baltic States have unanimously 
elected Estonia to chair the Council throughout this year. 


The second session of the regional forum, uniting nine 
Baltic countries, opened in Helsinki on Tuesday [16 
March]. 


Foreign ministers of the Baltic Council member states 
emphasized Russia’s ongoing unlawful military presence 
on the territory of these states. Meantime, the report 
presented at the Council session by Russia’s Foreign 
Minister Andrey Kozyrev, which was delivered by one of 
the members of Russia’s delegation at the Council, 
contained Russia’s concern over the plight of the Rus- 
sian-speaking population in Estonia and Latvia. Andrey 
Kozyrev’s report proposed that the office of a commis- 
sioner for human rights issues and protection of national 
minorities be set in the framework of the Council. 


The issue on the institution of the commissioner's office 
will be addressed at the Council Wednesday session, 
while, it appears, most of the Baltic Council members 
states are not supportive of this proposal. 


In the opinion of the Estonian foreign minister, Trivimi 
Velliste, it would not be advisable to set up such an 
office, so long as it would duplicating the activities of the 
CSCE commissioner. The heads of Latvian and Finnish 
foreign ministries supported Mr. Velliste’s stance. 


The Baltic State Council was set up in March, 1992, on 
the initiative of Denmark and Germany to include 
Estonia, Latvia, Lithuania, Norway, Poland, Sweden, 
and Russia. 


Minorities Commissioner Post Accepted 


OW1703145293 Moscow BALTFAX in English 
1152 GMT 17 Mar 93 


[Following item transmitted via KYODO] 
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[Text] The second ministry session of the Council of the 
Baltic Sea region states adopted its final communique 
which contains the proposals of ihe Russian Federation. 


BALTFAX has learned that the experts had thoroughly 
developed this document and included the following 
proposal: “The Council has approved in principle the 
idea to institute the post of a commissar on human rights 
and national minorities. He set the committee of senior 
officials and the working group to assist the democratic 
institutes in cooperation with appropriate bodies of the 
Council and to further develop this issue in order to 
work out a concrete mandate of the Council’s commissar 
taking into account the necessity to prevent dubbing of 
other activity in this sphere.” Earlier the Russian For- 
eign Minister Andrey Kozyrev, who is expected to return 
to Finland on Wednesday [17 March], said that it is 
possible to prevent the dubbing of the work of the 
Council’s commissar and the work of the CSCE com- 
missar. According to Kozyrev, the commissar of the 
Council of the Baltic Sea region states should be busy 
with concrete issues and requests presented by separate 


people and groups of people from this region. 


At the forum the members of the Russian delegation 
reported to our BALTFAX correspondent that the 
chances for Kozyrev’s return to Helsinki constitute 80%. 


Further on Minorities Commissioner 


LD1703141993 Helsinki Suomen Yleisradio Network in 
Finnish 1100 GMT 17 Mar 93 


{Text] The foreign ministers of the Baltic countries today 
approved in principle the idea of nominating a special 
minorities commissioner for the Baltic region. The 
appointment of a minorities commissioner has been 
demanded by Russia, which is accusing the Baltic states 
of discrimination against Russian minorities. 


The principle of nominating a special commissioner was 
registered in the final document of the foreign ministers 
meeting, which ended today, although the Baltic states 
and Germany, among others, have been ce<! toward the 
idea. The Baltic states fear that only their minorities 
would be kept under observation. According to confer- 
ence sources, the other countries approved the nomina- 
tion of a minorities commissioner in order to express 
support for Russian Foreign Minister Andrey Kozyrev. 
who is being criticized by the conservatives, and thus for 
the policy of reform in Russia. 


Kozyrev yesterday issued a statement, described as 
tough, on the human rights situation in the Baltic states. 
For instance, he warned that a situation such as exists in 
Yugoslavia could develop. 


Foreign Minister Kozyrev did not return to the Baltic 
foreign ministers meeting in Helsinki today. Kozyrev is 
in Moscow attending a meeting of the Russian Security 
Council, which has been convened by President Boris 
Yeltsin. Kozyrev returned unexpectedly to Moscow yes- 
terday afternoon while the Baltic conference was still in 
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progress. The official reason given for his return was that 
he has to attend the talks held in connection with the 
visit of French President Francois Mitterrand. 


Kinkel Denies FRG Claims Kaliningrad 


LD1703143993 Hamburg DPA in German 1205 GMT 
17 Mar 93 


[Text] Helsinki (DPA)}—German Foreign Minister Klaus 
Kinke! today rejected in Helsinki comments by his 
Russian counterpart Andrey Kozyrev regarding 
“German revanchist forces” with territorial claims on 
{the Russian city of] Kaliningrad. During 4 visit to 
Kaliningrad on Monday [15 March], Kozyrev justified 
the need ror a strong Russian naval presence in that part 
of the Baltic by speaking of revanchist forces in Germany 
and elsewhere. 


In response, Kinkel said on the fringe of a meeting of 
foreign ministers at the Baltic Sea Council of States: 
“There are no revanchist forces in Germany with serious 
territorial designs on Kaliningrad. Some of what 
Kozyrev said can presumably be put to the difficult 
domestic situation in Russia.” 


Poland's Foreign Minister Krzystof Skubiszewski and 
the representatives of the three Baltic states—Povilas 
Gylys (Lithuania), Georgs Andrejevs (Latvia), and 
Trivimi Velliste (Estonia)}—all sa‘d there are no forces in 
their countries such as those cited vy Kozyrev. Skubisze- 
wski said: “I am treating the comment quite calmly.” 


Skubiszewski on Support for Democracy 
LD1603170693 Warsaw PAP in English 1612 GMT 
16 Mar 93 


[Text] Helsinki, March 16—A programme of support for 
democratic institutions should be continued and even 
intensified, Polish Foreign Minister Krzysztof Skubisze- 
wski said on the first day of the Baltic States Council 
conference held in Helsinki. 


The conference brought together foreign ministers of 10 
member states in the council to discuss ways of broad- 
ening cooperation in the Baltic Sea region. 


In his statement Skubiszewski noted that new threats to 
the democratic process are beginning to surface, 
although he said they are not equally grave in all coun- 
tries. 


According to the foreign minister, the council should 
center on economic and technological cooperation. The 
sooner an economic bridge between the East and the 
West is built, the sooner the Baltic Sea region will be 
transformed into an area of economic and cultural 
development of great significance for European stability 
and security. 
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In order to achieve this goal measures should be taken to 
modernize transport, telecommunicaticns, power sys- 
tems as well as to maximize opportunities of cooperation 
tctween towns and districts on the Baltic coast, 
Skubiszewski said. 


An urgent matter is to formulate the principles of access 
to environment protection programme credits in the 
Baltic Sea region as is the issue of nuclear and radiation 
security and solving the problem of chemical waste 
dump on the Baltic Sea bed. 


According to Skubiszewski, the council should redouble 
efforts to solve the problems of migration, drug and 
radioactive substance smuggling and organized crime. 


The foreign minister said that Poland backs the Swedish 
proposal to hold a conference on migration. He also 
confirmed that Poland attached great importance to the 
development of regional cooperation. 


EC Expresses ‘Great Concern’ Over DPRK 
Pullout From NPT 


AU1703173693 Paris AFP in English 1715 GMT 
17 Mar 93 


[Text] Brussels, Mach 17 (AFP)}—The European Com- 
munity expressed “great concern” Wednesday [17 
March] over North Korea's withd1_.wal from the nuclear 
Non-Proliferation Treaty (NPT), calling it a blow to 
worldwide efforts to curb aiomic arms. 


The 12-member Community strongly urged Pyongyang 
to reverse its decision announced Friday [12 March] and 
reminded the North Koreans that their treaty obligations 
remained in force for three months after their renuncia- 
tion. 


“The European Community and its member states 
express great concern at the decision by the Democratic 
People’s Republic of Korea to withdraw from the 
treaty,’ a statement issued here said. 


It said that nuclear proliferation was a “major threat to 
global security and stability” and that the inspections by 
the International Atomic Energy Agency [IAEA] under 
the treaty had to be as effective as possible. 


North Korea's renunciation of the NPT and refusal to 
allow full IAEA inspections “can therefore only have a 
detrimental effect on the non-proliferation regime as a 
whole,” the statement said. 


It said E.C. members “strongly urge the Democratic 
People’s Republic of Korea to reverse her decision and 
to fulfill all her obligations under the NPT and the 


safeguards agreement.” 
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Further on Spanish Delay in EEA Treaty 
Ratification 


PM1703155093 Stockholm SVENSKA DAGBLADET in 
Swedish 14 Mar 93 p 12 


[Ylva Nilsson and Henrik Ennart report: “EEA Go- 
Ahead To Be Delayed”’] 


[Text] Brussels—At least three countries in addition to 
Spain have declared in Brussels that they will not be able 
to ratify the EEA [European Economic Area] agreement 
before | July. 


“I am prepared to bet that at least six countries will not 
have ratified the agreement by then,” Spanish European 
Affairs Minister Carlos Westendorp told SVENSKA 
DAGBLADET. 


“No, we are not against the EEA agreement. We are 
happy with it and we intend to sign it next week,” the 
Spanish minister told all who have been left wondering 
since his statement in Brussels last week. 


“But we are telling it like it is, even though the truth can 
sometimes be unpleasant to hear. At least six or seven 
countries cannot keep to the deadline.” 


Sweden and five other EFTA [European Free Trade 
Association] countries had been expecting to be 
admitted to the EC market from | July this year, after 
the negotiation of the appendix to the EEA agreement 
that was made necessary by Switzerland's withdrawal. 
But the appendix must first be approved by the parlia- 
ments of all the 18 countries involvec 


Carlos Westendorp looks to have a good chance of 
winning his bet on how many EC countries will not be 
able to keep to the deadline. At a meeting of ambassa- 
dors in Brussels last week, three EC countries declared 
that they do not think they will be able to manage 
ratification before | July: Belgium, the Netherlands, and 
Britain. 

The Belgian Parliament is in the middle of changing its 
whole Constitution and and thinks that it needs nine 
months for the EEA agreement to go through. The 
Netherlands has a large backlog of business in its parlia- 
ment and in Britain the House of Commons is fighting to 
deal with the EC’s huge Maastricht treaty bit by bit. 


Another two countries could have difficulty in meeting 
the deadline. In France, the Parliament will be dissolved 
after the elections on 28 March and this will delay all 
legislative work. In Italy the bribery scandal, which looks 
as if it is only beginning to be unraveled, has created 
political chaos with ministers resigning, suicides, and 
fighting in Parliament. 


When the EC foreign ministers met in Brussels last 
Monday [8 March], all 12 approved a declaration to the 
effect that their governments will do their best to meet 
the magic date of | July. Only Spain said that this was 
unrealistic. 
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“But everyone knows that the Spaniards are right,” an 
EC diplomat in Brussels said. 


“That was why we inserted a passage in the agreement to 
the effect that the agreement's coming into force will 
automatically be delayed by a month if at the end of one 
month we note that all have not yet ratified it.” 


The Spanish delay is not due to unwillingness, Westen- 
dorp explained. Spain will hold elections this fall. In his 
view, approval of the EEA could take until November at 
the latest. 


“We have a total legislation logjam in parliament at 
present while waiting for elections to be called.” 


However, the Spanish Government could demand swift 
discussion of EEA agreement by parliament. That was 
what it did in the case of the large-scale EEA agreement, 
but Westendorp was veiy vague when asked whether the 
government intends tu do the same with the EEA 
appendix. 


““We must assess the situation. After all, we think that the 
Maastricht treaty should also be completed in the 12 EC 
countries first. It is not the case that we are formally 
linking the two, but it would be absurd to take them in 
reverse order—the EEA first and then Maastricht.” 


Even though there are practical problems behind the 
Spanish statements which gave rise to such disappoint- 
ment in Siockholm, Oslo, and Helsinki, they are never- 
theless not completely innocent. The statements must be 
read as a warning that Spain has more demands of the 
EFTA countries, agreement or no agreement. EFTA will 
hear new demands from Spain in the fie of agriculture. 
which in formal terms lies outside the EEA but which 
was a concession from EFTA in order to win a Spanish 
“yes” to the EEA. 


“We have problems there to which we intend to return,” 
Westendorp confirmed. 


“It is extremely regrettable if the EEA agreement is going 
to be delayed,” Goran Tunhammar, Swedish Employers 


Federation managing director, said. Industry and com- 
merce need stability in order to be able to plan for the 
future. This applies both to the EEA agreement and to 
economic policy. 


“But this also underlines how important it is that we 
become members of the EC as quickly as possible.” 


Modo forestry company Director Bernt Lof also regrets 
the delay. 


“But I am assuming that the matter will be sorted out 
and that the EEA agreement will come into force later in 
the year. Such a delay will not have any direct effect on 
Modo’s activities,” said Bernt Lof, who is also eager for 
Sweden to become a member of the EC quickly. 
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UK To Read France ‘Riot Act’ Over Fish Dispute 


LD1703183793 London PRESS ASSOCIATION in 
English 1741 GMT 17 Mar 93 


[By Geoff Meade, PRESS ASSOCIATION, Brussels] 


[Text] Britain will “read the Riot Act” to France 
tomorrow over the wanten destruction of UK fish 
imports. 


Fisheries Minister David Curry will demand action to 
halt the continuing violent attacks on consignments of 
British fish destined for the French market. He will 
confront his French couuterpart, Charles Josselin, at 
talks in Brussels, insisting on police protection for 
British fish lorries entering France until the protests 
stop. He will also press for compensation for damage 
caused so far. 


Both British and French fish industries have been hit by 
a sudden glut of fish, mostly from Russia, which has 
pushed down prices and added a new threat to the 
livelihood of trawlermen already forced into effective 
part-time fishing because of stringent EC conservation 
measures. 


Tonight British officials from the Ministry of Agriculture 
and Fisheries were holding talks at EC Commission 
headquarters in Brussels, seeking assurances that 
existing controls on fish imports from outside the EC 
will be strictly enforced. 


Tomorrow Mr. Curry will insist that minimum import 
prices and EC hygiene rules for fish imports be rigidly 
supervised. But he will reject French demands for a 30 
percent increase in the minimum import price as a 
means of discouraging cheap competition from outside 
the Community, as well as French calls for a ban on all 
Russian imports. 

“Whatever is done, I must ensure that our fish pro- 
cessing industry is supplied with the quantity and quality 
of fish it needs,” Mr. Curry said tonight. He went on: 
“My message to the French minister is that fish is a 
living resource.” When people saw that resource being 
willfully destroyed and mutilated when half the world 
was hungry, they could only feel a deep sense of revul- 
sion. 

Mr. Curry warned the British fishing industry against 
similar attacks on fish imports, insisting that the destruc- 
tion of tons of valuable fish would only worsen the 
industry's plight. 

The minister says one of the problems in a single market 
is enforcing existing minimum import prices at the 
borders—and he accused Germany and Denmark of 
being too lax. 


So far, the Brussels Commission has produced no pro- 
posals for tomorrow's talks to tackle the issue. In any 
case, the dispute between Britain and France is more a 
matter for London and Paris than for Brussels to tackle. 
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EC Commission, Member States Clash Over 
Flight Accords 


BR1703161293 Antwerp DE FINANCIEEL- 
EKONOMISCHE TIJD in Dutch 17 Mar 93 p 10 


[Report by “PL”: “Member States Want To Keep Con- 
trol of Aviation Links”] 


[Text] Brvssels (TIJD)}—The European Commission is 
considering taking the matter to the European Court of 
Justice, because the member states do not want the 
Commission to negotiate aviation agreements with third 
countries on behalf of the Twelve. The day before 
yesterday, the EC transportation ministers stated quite 
clearly that they did not wish to cede national authority 
on this issue. 


At the end of last year, the EC Commission tabled a 
second proposal aimed at imposing order on the member 
states’ international aviation links. Now that there is also 
a single aviation market, the Commission believes that 
the member states should on no account negotiate their 
aviation links with third countries of their own accord. 
The Commission wants to see bilateral negotiations with 
third countries subjected to common regulations. 


However, it is proving difficult to arrive at any. At their 
meeting on Monday [15 March], the EC transportation 
ministers clearly stated that “the member states would 
retain full authority regarding relations with third coun- 
tries in the aviation sector.” Negotiations with third 
countries can only be conducted at the EC level (i.e.. by 
the Commissicn) “if the Council decides that there is a 
clear common interest and if at the same time close 
scrutiny suggests that if such negotiations are conducted 
at Community level rather than bilaterally, the results 
for the member states will be better.” Furthermore. such 
EC-level negotiations should be “authorized each time 
by the Council.” 


EC Commissioner Abel Matutes, who is responsible for 
transportation policy, appeared to be far from happy 
with this Council decision. He maintains that the Com- 
mission is competent in this matter, because in his view 
it counts as a trade issue. Meanwhile, the member states 
assert that international aviation links fall within the 
scope of the common transportation policy and that it is 
they who are competent here. Matutes does not rule out 
the possibility of the European Commission taking this 
issue of authority to the European Court of Justice. 


The ministers were in favor of harmonizing the stan- 
dards and technical specifications for air traffic control 
equipment and systems. No progress was made in the 
debate on the road tax. Because Germany is coupling 
this issue with cabotage in the road transportation sector, 
we will be kept waiting on this issue as well. 
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Fr, Cees Italy's Repayment of Steel Industry 


PM1503122093 Rome LA REPUBBLICA in Italian 
12 Mar 93 p 43 


[Franco Papitto report: “Steel: EEC Ultimatum on Assis- 
tance to Ilva”] 


[Text] Brussels—In an unusual move yesterday, [EC 
Commissioner] Karen van Miert published his reply to 
the letter in which the Italian authorities asked him last 
week to postpone the sentence against Ilva [steel com- 
pany]. It is indeed unusual, and it is no accident. Today 
sees the arrival in Brussels of Michele Tedeschi, man- 
aging director of IRI [National Reconstructior Insti- 
tute], precisely in order to discuss Italy's national steel 
industry. Just 24 hours earlier van Miert hastened to 
announce the conditions on which his ultimatum is 
based—a postponement of the sentence in exchange for 
a total surrender. As is well known, the issue in dispute is 
the recapitalization of the steel company carried out by 
IRI in two operations worth a tc‘ 1] of 650 billion lire. 
This was an entirely normal decision for Italy, but 
according to the EEC Commission it constituted public 
aid granted in violation of European regulations. There- 
fore, the Community, after a lengthy investigation, 
planned to demand that Ilva repay the 650 billion, which 
has meanwhile grown thanks to accumulated interest. 


In his reply van Miert dictates the terms for Italy's 
surrender. A final decision in the Ilva case, he writes, has 
been postponed on three conditions: “!) That the Italian 
authorities recognize that the 650 billion lire constitutes 
government aid. 2) That government aid is incompatible 
with the common market and therefore forbidden. 3) 
That the Italian authorities submit by 30 April 1993 a 
restructuring plan comprising substantial reductions in 
Output capacity.” It is no secret in EEC offices that what 
is at stake is the smaller of the two rolling mills at 
Taranto, the 3.5 million tonne mill which Ilva, however, 
Se oe arene 
at i. 


Before meeting with Tedeschi, van Miert played it safe 
by stating that there is no room for maneuver. So is 
today’s visit pointless? Not exactly, because it could at 
least close a long period of noncommunication between 
Italy's public managers and the EEC's antimonopolies 
body. In the 23-page introduction to the sentence that it 
was due to issue last Tuesday [9 March] but that it then 
suspended at the last minute, the Commission notes with 
some irritation that it had not succeeded in obtaining 
from Italy the basic information that it had requested 
several times: Did Ilva receive the 650 billion or not? Be 
that as it may, EEC experts concluded that in fact the 
operation was carried out. An analysis of the company's 
accounts shows that its capital was increased “despite 
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the fact that the Commission had initiated a suspension 
procedure, and without awaiting its results.” 


Tedeschi’s task today will be extremely difficult. The 
policy of IRI's steel company should have made a break 
with the inglorious past of Finsider [Iron and Steel 
Finance Corporation], but instead it continued it. The 
23-page document that is still in van Miert’s desk con- 
stitutes an absolute indictment. It mercilessly describes a 
management that drew up a “1992-95 strategic plan” 
based mainly on the stock market rate and on the 
consequent realization of | trillion lire from the sale of 
stock. But then in 1992 it approved a deficit company 
budget, thus postponing its quotation on the stock 
exchange by at least three years. This obvious conclusion 
i$ not written down anywhere, but everyone is aware of 
it: ““ither they are inept or they deliberately approved a 
deficit budget to undermine the quotation and a start to 
privatization.” 


But even what was written down is significant: “entirely 
unrealistic forecasts,” an absurd policy of expansion 
“based mainly on association with such companies as La 
Magona or the Falck group or on not surrendering the 
Cogne group.” One of the results was that “at the end of 
the 1988-90 restructuring plan Ilva bore financial bur- 
dens equivalent to 6.5 percent of its turnover,” as against 
the 5.5 percent inherited from Finsider. 


Belgium Reportedly To Participate in Eurocorps 
PM1703122193 Paris LE MONDE in French 
13 Mar 93 p 4 


[Jacques Isnard report: “Belgian Army Plans To Join 
Eurocorps”] 


{Excerpis] According to the French defe. © minister. 
Belgium should shortly make the decision 10 participate 
in the Eurocorps which so far comprises French and 
German units for missions in the service of NATO and 
the Western Europeaa Union [WEU]. Since the begin- 
ning of March, Belgian liaison officers have been posted 
to the Eurocorps general staff, which will be headed by 
German General Helmut Willmann and will gradually 
be installed in Strasbourg. to be completed in October. It 
was in May 1992, at the La Rochelle summit, that the 
French and Germans decided to create a corps of 
between 35,000 and 40,000 men which should be oper- 
ational in October 1995 and which is intended to receive 
units from other European countries, particularly Bel- 
gium, Spain, and Luxembourg. [passage omitted] 


Belgium's participation should take the form of a mech- 
anized armored unit. As soon as the Eurocorps was 
announced in 1992, Belgium expressed its interest in the 
project, insisting that this European unit in the WEU 
framework should not weaken NATO. 
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U.S. Exerts ‘Pressure’ To Close Serbia Embargo 
‘Loopholes’ 

AU1703180193 Vienna DER STANDARD in German 
17 Mar 93 p 15 


[Report by Ernst Brandstetter and Reinhard Syrowy: 
“Vienna Must Close Embargo Loopholes”] 


[Text] Vienna—Because of pressure from the United 
States, Austria now must implement legal measures to 
close the loopholes of the embargo against Serbia. An 
amendment to the Foreign Trade Law is planned. Once 
again the anonymity of bank accounts has come under 
fire. Finally, the National Bank must tighten the controls 
of foreign currency transactions with the FRY and 
admonish the loan institvtions to strictly adhere to 
regulations. Since the beginning of 1992, any business 
with the FRY, apart from deliveries of foodstuffs and 
pharmaceuticals, has been banned by a UN resolution. 
In practice, however, four big loopholes have become 
visible in che ex bargo: 


--Business Via Third Countries 


If a company with a seat in Austria, for instance, had oil 
delivered from Russia to Serbia, until now it was hardly 
possible ’) punish it under Austrian law. In the future, 
the planxed amendment to the foreign trade law is to 
make such “business via third countries” subject to 
permission. After the amendment comes into effect, the 
economic police may act as soon as a suspicion emerges. 


—Export Permits 


The National Bank seems to have been repeatedly 
cheated with forged applications for permission to make 
deliveries. The applications listed permitted deliveries of 
foodstuffs and pharmaceuticals. However, what was 
really exported was something quite different. In addi- 
~ Sas UN permits for deliveries were also sub- 
mitted. 


Bruno Gruber, head of the National Bank's legal office, 
confirmed upon an inquiry by DER STANDARD that 
the Americans have criticized this. The National Bank 
will now check thoroughly whether the deals mentioned 
in the applications are the ones that are really intended 
to be made and whether UN permits are authentic. 


—Forged Delivery Papers 


Since the imposition of the embargo, the deliveries of 
Austrian companies to Cyprus have risen by 23 percent 
and to Turkey by 17 percent. Austrian authorities 
assume that part of these additional deliveries were 
re-directed or passed on to Serbia. 


According to the economic police, 20 investigations have 
been initiated against Austrian companies in this regard, 
whereby the term Austrian company refers only to the 
official seat of the companies. According to the Federal 
Economic Chamber, 200 companies in Austria are 
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owned by Serbs. A U.S. list mentions, above all, Coopex, 
Genex, Centrotextil, and Inex-Interexport as potential 
embargo breakers. 


—Foreign Currency Controls 


The Ame*'rans suspect that a large part of Yugosiavia’s 
business i+ ‘ renced by “cheating” is own people. A U.S. 
docume'’ ¢#,°. that Serbian banks pay up to 15 percent 
of interest on foreign currency deposits. This high 
intrest rate can be explained only by some kind of 
sne~wball system. It is financed by the deposits of new 
bank customers. 


The result: “As soon as a larger pumver of investors want 
their money back, a collapse of the banks becomes 
unavoidable.” 


The U.S documents sreci’ically mention the Dafiment, 
Karic, and Yugoskandi }s.0ks The latter recently sus- 
pended ~rerations, and ** ‘vss has defected to another 
country . @ largely confir **u ‘he accusations. Dafiment 
and Kavic have always ic’. «ny *-cusations so far. 


in addition, the Americans sect that investors are 
partly paid with forged foreign bank no‘es. 


It is very difficult to monitor retransfers of this foreign 
currency collected in Yugoslavia for the financing of 
exports. However, the Americans want to act more 
strictly here, too. As in the case of drug money, business 
is to be prevented by controlling the streams of money. 


Gruber admits that in this regard there has again been 
U.S. criticism of the anonymous Austrian accounts. 
Gruber: “Of course, anonymity is a problern in all these 
cases. Just the fact that it exists in Austria permits a wide 
leeway for any kind of assumptions.” 


Alleged Deliveries to Croatia Noted 


AU 1703133293 Vienna DIE PRESSE in German 
17 Mar 93 p 2 


[“ag., im.” report: “War of Nerves Over Srebrenica; 
Serbia: Vienna Delivered Planes to Croats”) 


[Excerpt] Sarajevo/Belgrade—{passage omitted] Serbian 
propaganda has now published new accusations against 
Austria, Germany, and Hungary: Last year Croatia was 
armed very strongly; Bonn delivered planes, tanks, and 
missiles. In July 1992 Austria allegedly sold 10 MiG 
combat aircraft and two Saab aircraft to Zagreb; how- 
ever, the Serbs do not know the exact types. Belgrade 
quotes these accusations from a British ine, 
DEFENCE AND FOREIGN AFFAIRS—STRATEGIC 
POLICY, of which even experts do not know. 


Budapest is accused by the Serbs of training Croatian 
mercenaries in the Maria-Theresa Barracks in Pecs. A 
Hungarian Army spokesman has pointed out that no 
such barracks exist in Pecs at all. [passage omitted] 
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Czech President Vaclav Havel Concludes Visit 


AU1703125693 Vienna DIE PRESSE in German 
17 Mar 93 pp 1,2 


[“b.b.” report: ““Havel’s Visit Ended Quietly”] 


.ext] Vienna—The second day of the state visit by 
Czech President Vaclav Havel to Vienna was also char- 
acterized by the efforts of his Austrian interlocutors to 
calm the waters that had been severely troubled because 
of the issue of the Temelin nuclear power plant. 


Chancellor Vranitzky, who had an extensive meeting 
with Favel on Tuesday [16 March], rejected clearly the 
recent demands for economic sanctions against Czechia 
if Prague sticks to the completion of Temelin and called 
them “inappropriate.” Vienna’s Mayor Zilk also came 
Out against “pointless” threats with sanctions. 


At a news conference at the conclusion of his visit, Havel 
said that the time has come to give a “new quality” to the 
Austrian-Czech relations and to open up a lasting dia- 
logue. 


President Klestil announced yesterday that in th fall 
Austria and the Czech Republic will jointly hold a 
symposium about safety problems, which is to be 
attended by politicians, diplomats, and scientists. 


Thomas Klestil: “The point is to investigate the new 
threats to our two countries; | am not thinking of 
imminent military interventions but of the growing 
waves of migration, environmental destruction, and 
cross-border organized crime.” 

Concerning the situation of his Russian counterpart 
Boris Yeltsin, Havel said he hopes and believes that the 
reformer Yeltsin will win in the end. Klestil said that he 
hopes that the Russian development will not cause any 
harm to European security. 


Havel also invited Kiestil for an official visit to Prague, 
but the Austrian president wants to “meet repeatedly” 
with his cour..erpart even before that to continue the 
a Havel said that he considers Klestil “my 


Havel also announced that during his meeting with 
Vranitzky he discussed Austria's import restrictions on 
Czech products: “I told him that new markets are vital to 
our economy.” Vranitzky answered that such protective 
regulations will certainly be abolished in the course of 
time. 


As for Havel’s repeated statement during his visit to 
Vienna that compensation for the people who were 
driven out of Czechoslovakia after World War II i- 
impossible (“the Czech Republic cannot make good ali 
injustices that were committed in history”), Carstew 
Eder, federal chairman of the Sudeten German Expellees 
Association in Austria, said in an interview with the 
weekly FURCHE that this is a “statement with a polit- 
ical purpose.” Havel will have to do more in this matter. 





AUSTRIA 9 


The Sudeten Germans’ hope for restitution of their 
property and their right to return to their homes has not 
been fulfilled in any case. 


At a news conference on Tuesday in Vienna, Vaclav 
Havel’s wife, Olga Havlova, presented her social foun- 
dation, the “Committee of Goodwill.” The foundation, 
which was established in 1990, has set itself the task of 
organizing help and care for sick and handicapped 
people. The Committee of Goodwill already has branch 
offices in several North American and West European 
cities; this week a branch office will be founded in 
Vienna. 


Vraritzky Opposes Temelin Sanctions 


AU1703152593 Vienna WIENER ZEITUNG in 
German 17 Mar 93 p 2 


{Unattributed report: “Temelin: Vranitzky Against 
Sanctions *] 


[Text] Chancellor Vranitzky believes that the Czech 
Government “still has leeway” to reconsider the deci- 
sion about the Temelin nuclear power plant. Vranitzky 
does not think that economic sanctions would be an 
appropriate action. In this case one cannot realistically 
expect any results from their application, Vranitzky 
stressed after the cabinet meeting on Tuesday [16 
March]. 


Austria cannot force any other country to do someihing: 
much rather, it is necessary to use “arguments.” He will 
continue the process of discussion and arguments with 
determination but also in a constructive way, Vranitzky 
stressed. Austria has good and plausible expert reports 
which suggest the plant's recons. “uction into a gas-fired 
power plant for ecological and economic reasons. 


Over the next few days Vranitzky will send a personal 
letter to Czech Prime Minister Vaclav Kiaus and present 
to him once again the arguments against the nuclear 
power plant. He wants to use President Vaclav Havel’s 
presence to promote positive cooperation and to make it 
clear that Austria is not opposing the nuclear power 
plant out of spite. The chancellor affirmed that Austria's 
initiative is not interference. Temelin'’s restructuring 
into a gas-fired power plant could be a mode! for how 
one can cooperate in Europe for everyone's benefit with 
the application of plausible and economically and eco- 
logically justifiable technology. Vranitzky again pointed 
out that the World Bank is very restrained about 
financing nuclear power plants for reasons similar to 
those presented by our experis. 


Basically, Vranitzky stressed that the topic of nuclear 
power is important and worthy enough not to be given 
up. Of course, his concept of a nuclear-free Central 
Europe is not making headway with giant steps. but there 
are prospects that promise its realization. Thus, Italy is 
clearly committed to this concept; Austria 1s holding 
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talks with Slovenia (Krsko) and Slovakia (Bohunice) 
about the operation of the respective nuclear power 
plants. 


Opposing nuclear power is “not a personal tic” or 
unjustified interference in the affairs of other states— 
after all, “Chernobyl interfered on its own in other 
states,” Vranitzky said. Not least in view of the people’s 
justified fear, one must continue to pursue this topic, 
even if there is no immediately visible success. 


In this regard, Vranitzky commented critically on the 
Greens: “In bashful words” they had called for forcing 
the Czech Republic not to build Temelin. He wonders 
how these “Green deputies with a big mouth and nothing 
behind it” would react if another country wanted to 
force Austria to do something specific. 


In view of the enormous danger at Austria’s border 
posed by the Temelin nuclear power plant and the 
intractability of the Prague government, on Tuesday [16 
March] the Greens’ federal spokesman, Peter Pilz, came 
out in favor of specific economic sanctions against the 
Czech Republic. 


According to an announcement, representatives of the 
Freedom Party of Austria did not attend a luncheon in 
Havel’s honor, which took place in the Chancellor’s 
Office at noon on Tuesday, because of the rigid and 
inflexible attitude of the Government of the Czech 
Republic concerning the Temelin power plant. 


Vienna’s Mayor Helmut Zilk considers threats to the 
Czech Republic over the Temelin plant completely 
pointless because in the free world nothing can be 
achieved by threats. A threat of Austrian economic 
sanctions would be self-defeating and wou:d hit Austria 
more than the others, Zilk said. Zilk sees the only 
sensible action on the nuclear issue not in acts of 
violence but in the language of reason. Austria had better 
convince the Czech people of the fact that nuclear energy 
is dangerous. If it were possible to convince the citizens, 
they would convince their government. 
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Trade With East European States on ‘Constant’ 
Upswing 

AU1703150693 Vienna DER STANDARD in German 
17 Mar 93 p 17 


[APA report: “Eastern Trade as a Factor of Stability”} 


[Text] Vienna—Against the background of recessive 
trends in the international economy, trade with East 
European countries is increasingly becoming a reliable 
factor of stability and expansion for the Austrian 
economy. Since the fal! of the “iron curtain,” trade with 
our Eastern neighbors has experienced a constant 
upswing: While in 1988 its share of Austria’s total 
exports was still 8.6 percent, it rose to 11.6 percent in 
1992. 


Thus, Austria now has the strongest trade relations with 
East European countries among all Western countries 
and has overtaken long-term leader Finland. This can be 
seen in a study compiled by Stephan Barisitz for the 
Austrian East and Southeast Europe Institute. 


While the growth of Austria’s total exports slowed down 
to 1.8 percent in 1992 compared with 1991 and imports 
practically stagnated (plus 0.3 percent), exports to the 
East rose by 7.4 percent to 56.5 billion schillings, and 
imports from the East by 4.7 percent to 43.5 billion 
schillings. Trade with Austria’s immediate neighbors of 
the Czech Republic, Hungary, Slovenia, and Slovakia 
shows the strongest expansion. 


Economic reintegration via this “neighborhood trade” 
and an open-minded export subsidy policy of the Aus- 
trian Control Bank are reflected in a boom of exports 
and imports (plus 27 percent and plus 22 percent, 
respectively). 


If one adds trade with Poland—even though last year it 
declined because of Polish import restrictions—the 
regional trade volume reaches the level of trade with the 
EFTA [European Free Trade Association] partners. 
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London Moves To Cool ‘Row’ With PRC Over 
Hong Kong 

LD1703 140493 London PRESS ASSOCIATION in 
English 1341 GMT 17 Mar 93 


[By Sian Clare, PRESS ASSOCIATION political staff] 


[Text] Britain today moved again to take the heat out of 
the row with China over Hong Kong. 


The Foreign Office in London emphasised it was still 
holding out the olive branch of “talks at any time” over 
the colony’s future after it is handed back to Beijing in 
1997. 


“The only sensible way forward is for the two sides to sit 
down and discuss without preconditions the points of 
difference between us,” said a Foreign Office spokes- 
woman. 


Earlier today, China warned it would be “setting up a 
new kitchen” - its own shadow authority for Hong Kong 
- if [Hong Kong] governor Chris Patten continued with 
his democracy plans. 


Lu Ping, director of the Hong Kong and Macao office of 
the state council in Beijing, said China would prepare for 
post-1997 government on its own if Mr Patten persisted. 


He said: “The purpose of a new kitchen is to maintain 
the long-term stability and prosperity of Hong Kong.” 


But the move has aroused fears on the British side. 


The Foreign Office spokeswoman echoed Mr Lu’s con- 
cern over the colony’s future but stressed the two nations 
had a joint responsibility for Hong Kong. 


“Britain and China share a responsibility for ensuring 
the prosperity and stability of Hong Kong. 


“In our view this can best be accomplished by co- 
operation on the basis of the Joint Declaration in order 
to secure a smooth transition and as much continuation 
as possible in the arrangements before and after 1997.” 


Personal attacks have rained on Mr Patten’s head since 
he announced his plans for greater democracy in the 
colony last autumn and today the Foreign Office said it 
“regrets” these attacks. 


UNITED KINGDOM i 


Amato Gives Lecture on Italy's ‘Weakness’ 


AU1603 143093 Rome ANSA in English 1033 GMT 
16 Mar 93 


[Text] (ANSA) London, March (?15)—Italy’s real weak- 
ness is ore political than cconomic or financial, Italian 
Premie. Giuliano Amato said here today while lecturing 
at the London School of Economics. 


He spoke for a good hour on a subject entitled: Italy, 
Europe, (?and) the Rules of Chaos. 


The questions posed by journalists, students and econo- 
mists were chiefly centered on the massive corruption 
scandal buffeting the nation. With regard to the illegal 
financing of Italian political parties, the Sociaiist pre- 
mier said that it was an accepted practice, accepted “by 
everybody, by politicians (and) by the courts.” 


Amato (?confirmed) [words indistinct] politics once the 
present government had ended its work, however, he let 
it be understood that he felt his administration could 
lead the nation up until a new electoral system was put in 
place. Using a musical metaphor, the Italian premier 
said that it was difficult, however, once having changed 
the orchestra, to manage to finish the symphony. “But 
politics is the art of the impossible,” he added gamely. 


The premier also reiterated the view that it would be 
“useful to the country” if the Republicans and the leftist 
democrats decided to strengthen the government 
majority. 


Touching on the various political forces in Italy, Amato 
said that the Lombard League was difficult to (?define 
but that) there was an important distinction between it 
and the neofascist Communist Refoundation or Rete 
(network). 


The League could either become (?integrated) to the 
political system or be a subversive element as it has “two 
souls” and it will also depend on others which way it 
goes, he maintained. 


Amato, who conferred for (?four) hours yesterday with 
his British counterpart John Major at the latter's country 
residence at Chequers (?admitted) that in Europe today 
all the government parties were running into serious 
difficulties and that it was not the traditional opposition 
forces who were benefiting from this situation. 


“We are faced with a difficulty of integration both on a 
European and on a national level.” he said. This, in turn, 
could undermine confidence in Europe which is not only 
(?in) the grips of recession but which is in a true 
structural crisis which, in order to be overcome, requires 
a response commensurate with the seriousness of the 
structural problems, Amato concluded. 
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Bundesbank Lowers Discount Rate to 7.5 Percent 


LD1803130093 Hamburg DPA in German 1237 GMT 
18 Mar 93 


[Text] Frankfurt/Main (DPA)}—The Bundesbank has 
lowered the discount rate from 8.0 percent to 7.5 per- 
cent. This was decided by the Central Bank Council in 
Frankfurt toduy. The Lombard rate remains unchanged. 


Further Reaction to Adoption of Solidarity Pact 


FDP, SPD Express Support 


AU1603181193 Duesseldorf HANDELSBLATT in 
German 16 Mar 93 p 4 


[“HB” report: “*Steinkuehler Criticizes ‘Unscrupulous 
Course of Confrontation’ in Wage Negotiations”) 


[Text] Otto Count Lambsdorff, chairman of the Free 
Democratic Party of Germany [FDP], has rejected 
amendments to the solidarity pact adopted during the 
weekend [13-14 March]. “This is out of the question,” 
Lambsdorff told reporters in Bonn yesterday. 


He described corresponding demands by Rudolf 
Dressler, deputy chairman of the Social Democratic 
Party of Germany [SPD] Bundestag Group as the 
““revenge of the sewer man” because Dressler’s ““dema- 
gogic and polemical position” was not taken into con- 
sideration during the negotiations. 


Lambsdorff expressed satisfaction about the results, 
even though the FDP would have liked to see more 
far-reaching cuts in the social sphere. He explicitly 
praised Chancellor Helmut Koh! who headed the discus- 
sion with great skill and great assertiveness. Referring to 
the SPD, Lambsdorff stressed the “businesslike, con- 
structive, and completely unexcited” attitude of Rhine- 
land Palatinate Minister-President Rudolf Scharping. 


As a result of the decisions adopted during the weekend, 
the government's net borrowing will probably increase to 
60 billion to 65 billion German marks this year, thus 
exceeding by far “the limit that we set ourselves,” 
Lambsdorff pointed out. This also includes the possi- 
bility of lower tax receipts than originally expected. 


SPD leader Bjoern Engholm was also satisfied with the 
results. He emphasized that the Christian Democratic 
Union [CDU] and the FDP finally agreed not to carry 
out cuts in the social sphere. The SPD can be proud of 
this success. The party leader conceded that the SPD had 
to renounce the introduction of a labor market sur- 
charge. Such a tax, however, is no typical instrument of 
social justice, anyway. 


Government spokesman Dieter Vogel stressed that 
Dressler participated in all negotiations and did not 
seem to object to the final statement. “It is not really 
very constructive” to call for changes now. The fact that 
the SPD’s social expert made this statement immediately 
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after the negotiations shows that he does not really 
expect to be taken seriously. 


Wolfgang Schaeuble, chairman of the CDU/Christian 
Social Union Bundestag Group, stated that the result of 
negotiations represents a significant contribution to 
overcoming the economic, financial, and social conse- 
quences of 40 years of socialism and the division of 
Germany. It is not only a success for the government, the 
coalition, and for the CDU/CSU, but above all for 
Germany. 


After the political agreement on the solidarity pact, 
interest is again focusing on the wage policy. Economics 
Minister Guenter Rexrodt (FDP) called on the trade 
unions to adopt an “economically useful attitude,” refer- 
ring to “very sensible settlements” that have been 
achieved in the west. He criticized the behavior of the 
metalworkers trade unions in eastern Germany. 


Metalworkers Trade Union leader Franz Steinkuehler 
for his part called on the employers to abandon their 
““unscrupulous course of confrontation in wage negotia- 
tions.” The agreements on the adaptation of incomes in 
the east must be implemented unrestrictedly, 
Steinkuehler stressed in Frankfurt. The employers must 
withdraw the “illegal cancelation” of the adaptation 
agreements in the eastern German metalworking 
industry. The “victory of federalism” in Bonn must now 
be followed by a “victory of reason in the wage conflict.” 


Rexrodt and Steinkuehler unanimously called on the 
industry to quickly implement their promises given to 
Chancellor Helmut Kohl that they will buy more prod- 
ucts in eastern Germany than in the past and that they 
will invest more money in the new laender. Steinkuehler 
also urged the introduction of a medium-term strategy 
for preserving the industrial cores. 


The Employers Association of the Metalworking 
Industry has appealed to the Metalworkers Trade Union 
to seek a solution in the wage conflict in the eastern 
German metal working industry through negotiations 
instead of preparing industrial action. It is not in the 
spirit of the solidarity pact for the trade unions to 
demand unilateral corrections of the wage policy on the 
part of the employers while categorically rejecting talks, 
Hans-Joachim Gottschol, president of the Employers 
Association, stressed. The wage increase by 26 percent 
demanded by the Metalworkers Trade Union would 
prevent the improvement of the situation of the eastern 
German enterprises, thus questioning one of the goals of 
the solidarity pact, Gottschol pointed out. 


According to Saxony-Anhalt Minister-President Werner 
Muench (CDU), the conflict in the metalworking sphere 
in eastern Germany should be handled by the minister- 
presidents of the new laender. After a private meeting 
with the leaders of the metalworking industry and the 
trade unions, he suggested a joint meeting of the five 
eastern German heads of government, the Berlin mayor, 
trade union leader Franz Steinkuehler, and Employers 
Association President Joachim Gottschol. 
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After the meeting with Muench, Juergen Peters of the 
metalworkers trade union in Saxony Anhalt, and Lutz 
Modes, chairman of the Association of the Metalworking 
and Electrical Industry, stated that the gap between the 
different positions has not been narrowed. Peters 
stressed that the gap between the employers and the 
employees is so great that it can only be indicated in 
terms of kilometers. With the unilateral cancelation of 
the adaptation agreement, the employers have triggered 
a large-scale conflict. He announced that token strikes 
will be held in Saxony-Anhalt on | and 2 April. Talks 
with the employers are only possible if the breach of the 
law is removed. 


SPD Criticizes ‘Fairness Gap’ 


AU1603 153593 Munich SUEDDEUTSCHE ZEITUNG 
in German 16 Mar 93 p 1 


[(““deu./ub./froe.” report: “SPD Officials Complain 
About ‘Fairness Gap’; Government Rejects New Soli- 
darity Pact Negotiations”) 


[Text] After the agreement on the solidarity pact the 
controversy over those issues that remained unsettled at 
the weekend erupted on Monday [15 March]. The con- 
troversial issue is the financing of the state’s tasks in 
1993 and 1994, which was not decided at the meeting 
behind closed doors. Social Democratic Party [SPD] 
Chairman Bjoern Engholm criticized that the contribu- 
tion by the high-income earners to German unification 
remained too low. Rudolf Dressler, deputy chairman of 
the SPD Bundestag Group, even called for “improve- 
ments” in the agreement. The federal government reso- 
lutely rejected this demand. Apart from praising the 
successful negotiations, even Free Democratic Party 
[FDP] Chairman Otto Lambsdorff admitted that a 
number of problems have not yet been solved. 


In the SPD’s view, the solidarity talks have provided 
security for financing the plan for rebuilding the east. 
Yet, a large number of other questions remain unclear, 
questions that were initially intended to be included in 
the solidarity pact. Apart from the nursing insurance and 
initiating the ecological tax reform, Deputy SPD 
Chairman Oskar Lafontaine also mentioned the labor 
market policy. Lafontaine once more spoke of the “‘fair- 
ness gap,” which consists of the fact that social security 
contributors are paying 40 billion German marks [DM] 
toward unification while public servants, the self- 
employed, and ministers do not have to pay anything. In 
connection with his demand for “improvements,” 
Dressler said that “there is still no plausible concept for 
the west.” As examples, Dressler cited the housing 
shortage, the labor market policy, and the fairness gap. 
As a consequence, the federal government simply cannot 
avoid tax increases even before 1995 if it wants to tackle 
these challenges effectively. 


FDP Chairman Lambsdorff pointed out that after unifi- 
cation net borrowing has to increase strongly, namely to 
DM60 billion-65 billion (DM51 billion so far) in 1993. 
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He said he hopes that this will not prevent the Bundes- 
bank from cutting interest rates. The Bundesbank is also 
of the opinion that higher credits are not as damaging to 
the economy as higher taxes. Yet, all in all, the FDP 
Presidium has assessed the result of the solidarity pact 
meeting behind closed doors as very positive. The coa- 
lition’s ability to take political action, as well as that of 
the political system, has been strengthened. The business 
community now has the clear situation it has always 
called for. It must now invest in the new laender. 
Lambsdorff said that it was to his party’s credit that it 
was possible to avoid the labor market surcharge for 
public servants and the self-employed. 


The chances for railroad reform were assessed more 
optimistically on Monday, after the agreement on the 
solidarity pact. The federal and laender governments 
agreed that the federal government would continue to 
finance regional rail traffic and maintain subsidies for 
public transport and the construction of local roads. 
Together, this involves an amount of currently DM14 
billion. Eckehard Gries, transportation policy 
spokesman for the FDP Bundestag Group, said that the 
federal government had thus given up its original objec- 
tive of shifting these expenses to the laender. Gries 
emphasized that this result has fulfilled an important 
condition of the laender for railroad reform. According 
to Gries, the coalition parties will put forward the bill on 
railroad reform in the Bundestag next week. SPD trans- 
portation expert Klaus Daubertshaeuser has also wel- 
comed the agreement although there are still a number of 
pending questions, such as the regionalization of sub- 
urban commuter public rail transportation, he said. 


According to information from the Chancellor's Office, 
the agreements on the solidarity pact will burden the 
1993 federal budget with an additional sum of almost 
DM3 billion, DM2 billion of which will go to additional 
job-creation measures. The funds should be accounted 
for in the 1993 supplementary budget via an increase in 
credit financing. The interest grants from doubling the 
Reconstruction Bank’s housing construction program 
will burden the federal government's account by to DM6 
billion, although this will be spread over a number of 
years. Construction Minister Schwaetzer (FDP) noted 
that the solution of the problem of old debts in the 
eastern German housing sector could mobilize an invest- 
ment volume of DM20 billion-30 billion a year. 


Labor Minister Norbert Bluem (CDU) announced a 
five-point program to fight the abuse of social benefits. 
In the future, those out of work will have to hand in their 
wage tax cards at the labor office. Moreover, the unem- 
ployed should again have to visit the labor office regu- 
larly. According to Bluem’s plans, building constructors 
who are caught employing illegal workers will be 
excluded from public tenders. 


On Monday [15 March], Finance Minister Waigel 
opposed the impression that the solidarity pact talks got 
stuck on Saturday because he had made a mistake in his 
calculations involving DM 10 billion to his disadvantage. 
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It was a mistake that both the federal and laender experts 
failed to spot, a spokesman for Waigel’s ministry said. 


Markets, Analysts React ‘Positively’ 


AU 1603160693 Duesseldorf HANDELSBLATT in 
German 16 Mar 93 p I 


[““HB” report: “Top Associations See Compromise as an 
Important Signal for Creation of Trust’’} 


[Text] Duesseldorf, 15 Mar—The compromise about the 
solidarity pact, which was achieved over the weekend 
{13-14 March], had hardly any effect on the German 
financial markets on Monday. In total, traders and 
analysts assessed the agreement positively. The uncer- 
tainty about which decisions will be made has now been 
removed, and the capital market has been given clear 
points of orientation. Nevertheless, the solidarity pact 
should not be overestimated because even though the 
probability has increased that the Bundesbank Central 
Bank Council will decide to relax monetary policy next 
Thursday [18 March], on the bond market, for instance, 
a reduction of the prime rate has long been anticipated in 
bond prices. Bankers expect a reduction of the Lombard 
rate by 0.5 of a percentage point and of the discount rate 
by | percentage point. 


The top associations of German industry unanimously 
welcomed the agreement. In a joint statement, they 
termed the decisions an important signal for the creation 
of trust in the economy and an important contribution to 
supporting economic growth and employment. How- 
ever, the solidarity pact does not live up to the need for 
extreme thrift, the presidents of the Federation Associ- 
ation of German Industry, the Federation of German 
Chambers of Industry and Commerce, the Central Asso- 
ciation of German Crafts, and of the Employers Associ- 
ation stated on the occasion of the Munich summit of 
German industry at the 45th International Crafts Fair on 
Monday, which was also attended by FRG Economics 
Minister Guenter Rexrodt. 


Decisive additions still have to be made to the solidarity 
pact now. The statement says that the trade unions are 
particularly called upon to act. Industry is appealing with 
great emphasis to the Metalworkers Trade Union to take 
up the employers’ offer for talks and to fit its wage policy 
into the solidarity pact. The disintegration of autonomy 
in collective bargaining also affects the trade unions, it 
was pointed out. 


Location Safeguarding Law Should Be Adopted 
Speedily — - 


The top associations called for a speedy adoption of the 
location safeguarding law. In addition, they called for the 
abolition of nursing-care insurance financed by 
employers, employees, and the state. Raising the prop- 
erty tax, the insurance tax, and the gasoline tax will have 
a negative effect on the economic upswing, the top 
associations fear. They also made the criticism that once 
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again the large social welfare sector has been made a 
taboo in considering cutbacks. 


The German business banks have also basically wel- 
comed the agreement on the solidarity pact. However, 
Eberhard Martini, president of the Federal Association 
of German Banks, also considered it deplorable “that 
specific cutbacks in public budgets have moved very 
much into the background.” 


No Crisis in the European Monetary System 


According to the head of the German delegation, in 
Brussels the EC finance ministers assessed the conclu- 
sion of the pact as a success of the Federal Government. 
They expect positive effects on their own economy from 
the “very growth-intensive measures,” for instance in 
housing construction, which have been made part of the 
pact. 


In EC Commission circles, it is said that a crisis in the 
European Monetary System, which they feared would 
come about over the next few weeks, has now been 
averted. In view of the money supply development and 
the emerging calming of prices, the essential precondi- 
tions for a reduction in interest rates have now also been 
fulfilled as a result of the solidarity pact. 


BDI President Interviewed 


AU1603202593 Munich SUEDDEUTSCHE ZEITUNG 
in German 16 Mar 93 p 26 


[Interview with Tyll Necker, president of the National 
Association of German Industries, BDI, by Helmut 
Maier-Mannhart and Franz Thoma; place and date not 
given: “The Cake Must Be Baked Before It Can Be 
Distributed”’} 


[Text] [SUEDDEUTSCHE ZEITUNG] How do you 
assess the results of the negotiations between the govern- 
ment and the laender over the weekend [13-14 March] 
which are to form the basis of the solidarity pact? 


[Necker] I would like to differentiate between two prob- 
lems. I am satisfied that the dispute between the govern- 
ment and the laender on the distribution of costs has 
been settled. However, by no means do I agree with all 
points of the agreement. Unfortunately, the easy way of 
considerably increasing the state's receipts as of 1995 
was chosen. This will lead to a rise in net indebtedness. 
Spending cuts, however, played a minor role. 


[SUEDDEUTSCHE ZEITUNG] Will the decisions at 
least create confidence in the economy? 


[Necker] Yes, they will. The objective factors, however, 
have rather caused a change for the worse. The real work 
must now begin; that is, the factors must be changed in 
such a way for the economy that an upswing becomes 
possible. 


[SUEDDEUTSCHE ZEITUNG] Do you fear that an 
increasing portion of the additional high funds that will 





FBIS-WEU-93-051 
18 March 1993 


be transferred to the new laender will again be used for 
consumption and not for ir. vestment? 


[Necker] This danger exists, because the funds will 
largely be provided to the new laender without ear- 
marking their use for investments. An important excep- 
tion is the housing sector. We must ensure that the share 
that is spent on investments will increase. We cannot 
afford to use two-thirds of the sums transferred to the 
new laender for consumption and one-third for invest- 
ments. 


[SUEDDEUTSCHE ZEITUNG] Yet, the agreement on 
the solidarity pact also creates opportunities. 


[Necker] Particularly for the new laender it is positive 
that they have been given information about their finan- 
cial situation after 1994. Another positive feature is that 
investments in the housing sector will become profitable 
to a greater extent and that the situation of the housing 
construction companies will improve. Thus, the new 
laender can expect some specific positive developments. 
However, I do not believe that the impact of the soli- 
darity pact will be strong enough to achieve an upswing 
in the new laender. 


[SUEDDEUTSCHE ZEITUNG] Why not? 


[Necker] The crucial point in the new laender is industry. 
In the sphere of construction, where achievements on the 
spot are required, an upswing is discernible and under 
way. In the industry, however, the decline is so enor- 
mous that it overcompensates the positive tendencies in 
other spheres. The agreement among the government 
and the laender will not yet have a specific, discernible, 
and positive impact on the industry. 


[SUEDDEUTSCHE ZEITUNG] Do you believe that the 
readiness of western German firms to invest in the new 
laender will increase after the talks on the solidarity 


pact? 


[Necker] It will increase in the housing sector, yet I see 
no sign in industry and in other spheres. Other factors 
prevent an improvement. The growth of wages must be 
curbed in the new laender because investors are discour- 
aged by exorbitantly rising wages and salaries—in the 
metalworking industry, for example. 


[SUEDDEUTSCHE ZEITUNG] You mentioned an 
imbalance between disproportionally high tax increases 
and insufficient spending cuts. Do you believe that the 
economy can create the required preconditions for 
higher tax revenues? 


[Necker] Considerable risks are involved here. We have 
distributed the cake before baking it. We must now 
ensure that it is baked. To achieve this, we must improve 
the objective preconditions for an economic upswing. 
This means in specific terms: As a result of higher 
pension insurance premiums, the ancillary wage costs 
threaten to increase to an extent in 1994 that will burden 
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massively the economy. Means and ways must be found 
to prevent that or to even achieve a slight reduction of 
the ancillary wage costs. 


[SUEDDEUTSCHE ZEITUNG] Do you fear that, for 
cost reasons, some of the investors might leave aside the 
new laender and carry out investments in the low-wage 
countries of Poland and the Czech Republic? 


[Necker] This is already happening. The fact that these 
countries have qualified workers is conducive to that 
development. The enormous increase in the exports 
from countries like Hungary, Poland, and the Czech 
Republic shows that they win Western markets at an 
astonishing speed. The new laender can only dream of 
growth rates of 60 to 80 percent that these countries 
achieve. It proves that the competition for investment 
has become tougher because of this new element. 


[SUEDDEUTSCHE ZeEITUNG] What must happen in 
the 1 ~t one and a half years for the upswing to come 
abou’ __ that the preconditions for higher tax revenues 
can be cated? 


[Necker] First, we must overcome our cost crisis. That 
means that we will have to renounce increases in the real 
income to reduce the labor costs, which represent the 
biggest block, during a longer period. As a matter of fact, 
real incomes will decline when taking into consideration 
the tax increases. In addition, we should reverse the 
shortening of working hours. 


{[SUEDDEUTSCHE ZEITUNG] Costs are probably not 
the only obstacle. 


[Necker] The settlement of the cost crisis is an essential 
topic. In addition, however, the economy must increase 
its innovative strength at all levels. This requires efforts 
by the enterprises themselves, but also by the state and 
society. We must improve the acceptance of technical 
innovations. We must not only see the risks—in the 
sphere of genetic engineering, for example, but the 
opportunities, too. 


[SUEDDEUTSCHE ZEITUNG] All that should be 
achieved by the year 1995 because the economy should 
be ready for tax increases by that time. 


[Necker] Yes, officials pretend that the world will be in 
order by 1995. 


[SUEDDEUTSCHE ZEITUNG] Why is this taken for 
granted? 


[Necker] There is no plausible explanation for that. 
Everyone believes in a revival through exports. How- 
ever, we must not ignore the fact that, with its current 
recession that started later than in other countries, 
Germany is impeding developments in Europe, where 70 
percent of our exports go. At the moment, we are 
obstructing our own exports because of the unfavorable 
economic development in our country. 
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[SUEDDEUTSCHE ZEITUNG] The German economy 
also had to cope with a massive revaluation of the 
German mark. 


[Necker] That is right. The public does not fully realize 
what massive deterioration of the competitive situation 
was caused in the industry by the revaluation. In coun- 
tries like Great Britain, Sweden, Italy, and Spain, the 
prices of our products increased by up to 30 percent. 
Thus, we have to take into consideration a further 
decline of exports in the near future. I am surprised by 
the optimism of people who believe that we will over- 
come the current crisis through exports. 


Commentary Criticizes Tax Increases 


AU1603191393 Duesseldorf HANDELSBLATT in 
German 16 Mar 93 p 2 


[Rainer Nahrendorf commentary: “Tax Increase Pact” 


[Text] The German stock exchanges have not welcomed 
the solidarity pact with fireworks of rising prices. It 
should have become a pact for Germany as an economic 
and financial center, a growth pact for more perfor- 
mance, more investment, and more employment, but it 
turned out to be a tax increase pact to finance the 
burdens of unification. How modest have our demands 
on politics become when even the omission of a great 
Stupidity, namely imposing tax increases right in the 
middle of a recession, is celebrated as a big political 
success? The Christian Democratic Union/Christian 
Social Union managed to push its plan through to levy 
the inherited burden or solidarity surcharge as of | 
January 1995. This was done in the vague hope that the 
economic growth will run under steam again at that time 
and that tax increases will then be less detrimental. 


However, the solidarity surcharge, which will amount to 
7.5 percent and thus be twice as high as expected, is a 
heavy burden for an economic upswing. The ability to 
invest of the companies and of those citizens who earn 
higher salaries is being restricted. Even though the loca- 
tion safeguarding law results in a reduction of taxes for 
companies, it turns out to yield nothing because of the 
self-financing element. If one includes the already 
decided increase in the value-added tax, the obviously 
already decided increase in the gasoline tax, and the 
introduction of a road use fee in the considerations, it 
turns out that the trend toward Germany as a country of 
high taxes will accelerate strongly as of 1995. This is the 
opposite of propaganda for Germany as an industrial 
location. 


The agreement of the federal government and the 
laender, the coalition and the opposition on a tax 
increase program, on accepting even higher new debts 
and a further growth of the inherited burden fund has 
removed the pressure for more far-reaching cutbacks. 
The reductions of expenditures—8.6 biilion German 
marks [DM] as of 1995—as well as the reduction of tax 
subsidies—DM6.7 billion—are weak. The “grand social 


FBIS-WEU-93-051 
18 March 1993 


coalition” has made social expenditures a taboo. How- 
ever, FRG Labor Minister Norbert Bluem will first have 
to prove that he will really be able to gain billions by 
stricter checks for abuse. If his promises turn out to be 
wishful thinking, one basic pillar of the solidarity pact 
has been built on quicksand—namely the laender’s share 
in the turnover tax revenues, a share which has been 
raised to 44 percent. 


One thing can be said already: The cacophony about 
higher taxes, a labor market tax, and a gap in justice Is 
not over. The parties, in particular Social Democratic 
Party social affairs expert Dressler, have already 2. omed 
off to the 1994 election campaign. Despite the moderate 
wage contract in the public sector, the wage policy flank 
of the solidarity pact has not yet been closed. Certainly, 
the solidarity pact is a success for Germany. 3ut this 
success could have been greater if the parties had not 
agreed on the lowest common denominator. 


Waigel Does Not Rule Out New Borrowing 


AU1703150393 Frankfurt/Main FRANKFURTER 
ALLGEMEINE in German 17 Mar 93 pp 1-2 


[Report by “Kg.”: “Waigel: New Borrowing Could 
Increase Once Again”’] 


[Text] Bonn, 16 Mar—Finance Minister Theo Waigel on 
16 March rejected strictly demands by the Social Dem- 
ocratic Party of Germany [SPD] to renegotiate indi- 
vidual points of the social pact. He said if SPD deputy 
floor leader Rudolf Dressler intended to vote against the 
consolidation program in the Bundestag, he did not care. 
The approval by the Bundesrat could be definitely 
expected. SPD Chairman Bjoern Engholm on 15 March 
had warned against calling the compromise agreed upon 
by the federal government, the land governments, and 
local authorities into question. Engholm, too. rejected 
amendments to the overali package demanded by 
Dressler. Dressler explained his statements in detail on 
16 March. He said that, like Engholm, he held the view 
that the problems that the SPD considers unsolved 
should be discussed in the Bundestag. According to 
Dressler, they include the elimination of the “fairness 
deficit,” employment policy, and housing construction 
in western Germany. Waigel assessed the decisions as an 
“invaluable signal” at home and abroad, because clarity 
had now been created regarding the financing of eco- 
nomic reconstruction in eastern Germany and the finan- 
cial relations between the government and the land 
governments. The political decisions would also improve 
the chances for another lowering of interest rates. Waigel 
was, however, careful not to give the Central Bank 
Council of the Bundesbank, which is scheduled to meet 
on 18 March, any advice on “when and to what extent” 
the key interest rates should be lowered. 


As a result of the decisions on the social pact, new 
borrowing will increase 3.6 billion German marks [DM] 


as against the estimates in the supplementary budget. 
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According to the government draft, the federal govern- 
ment’s new borrowing was to be increased from [M43 
billion to 53 billion this year, above all as compotion 
for the decrease in tax revenues attributable to the slow 
economic cycle. However, Waigel does not rule out 
another increase in new borrowing in the fina! discus- 
sions on the supplementary budget in May. He pointed 
out the cyclical risk in connection with tax revenues and 
expenditures of the Federal Employment Office. The 
minister refused, however, to comment on speculation 
about the volume of such additional new borrowing. He 
said that for the moment, no one could give any reliable 
figures in this respect. With this remark, Waigel rejected 
the statement made by Free Democratic Part; [FDP] 
Chairman Otto Count Lambsdorff, who on 15 March 
had spoken about new borrowing involving a sum of 
between DM60 billion and DM65 billion for the current 
year. 


Waigel rejected the SPD’s claim that the Federal Finance 
Ministry's calculation was wrong by more than DM10 
billion, over which a dispute had broken out in the 
closed meeting on the solidarity pact. Waigel explained 
the differences in the calculations of the government and 
the land governments, saying that in its 1995 consolida- 
tion program, the government had assumed an annual 
burden of DM40 billion resulting from the “old debts of 
the former GDR.” 


Waigel said that the SPD-governed laender had pre- 
sented a calculation at the | Ith hour, in which these 
burdens were estimated at DM29 billion. Now both sides 
agreed that the burdens amounted to DM37.5 billion. 
Waigel admitted that based on the agreement reached, 
the federal government had to consider an increase in 
borrowing from DMS56 billion to 63.8 billion in 1995. 
However, as a result of the decisions, overall public 
borrowing would decrease. This results from the increase 
in the surcharge on income and corporate taxes to 7.5 
percent. Originally, the Finance Ministry had expected 
additional revenues of DM 12 billion from the solidarity 
tax. Now this tax will bring in DM28 billion. Waigel said 
that the leeway for a social component within the frame- 
work of the solidarity surcharge was small. One could 
consider improving the tax-free living wage for large 
families. In addition, the decision to double the property 
tax rate from 0.5 to | percent had to be assessed as a 
contribution to the social balance of the decisions on 
taxes and surcharges. 


The budgetary adjustments of revenues and expendi- 
tures of regional and/or local authorities will lead to a 
much lower borrowing quota in the old and new laender 
than is envisaged in the federal government's proposals. 
The finance minister estimated the federal government's 
concessions as of 1995 at approximately DM7 billion 
annually, as compared with his proposals within the 
framework of his consolidation package. He said, how- 
ever, that in return, the land governments had stated 
their readiness to make more funds available for the 
eastern German laender in 1993 and 1994 through the 
“German Unification Fund.” In this way, the spending 


GERMANY 17 


level of the fund would be stabilized until a new financial 
equalization system would be introduced. 


In the framework of the financia! equalization system, 
the new laender would receive roughly DM56 billion net 
as of 1995. Waigel said that if the additional means were 
taken into account that would be made available by 
means of reducing old debts and increasing the housing 
construction program, and the funds that would be 
appropriated for the industrial cores through the Trust 
Agency, the new laender would approximately get what 
they had demanded. The Trust Agency can borrow up to 
DM 30 billion annually. 


Ministers Debate Taxation, Transfer Payments 


93EN0225B Duesseldorf HANDELSBLATT in German 
1 Mar 93 p 3 


[Article by Markus Ziener: “Tax Increases Ought To 
Come Sooner—Saxony Sees More Potential Savings in 
the West”) 


[Text] Potsdam, 27-28 Feb—The revision of the laender 
fiscal adjustment (LFA) beginning on I January 1995 will 
alter its amount considerably. Because the LFA currently 
in effect, in which the new laender are not inciuded until 
the end of 1994, amounted to around 4 billion German 
marks [DM], the old laender will have to dig deeper into 
their pockets in the future. 


It is true that around DM20 billion in additional funds 
are to be collected by increasing the laender share of the 
value-added tax from the current 37 percent to 45 
percent. This would be a debit for the federal govern- 
ment. There would remain, however, around DM6 bil- 
lion more that, in addition to the DM4 billion needed up 
to now, would have to come from the laender treasuries. 
Furthermore, the fimancially weak western laender. 
which up to now have profited from the LFA as recipi- 
ents of compensatory payments, would in the future be 
forced to surrender funds to the eastern laender. 


The clearing up of the budgetary crisis in the Saarland 
and Bremen is also slated to begin this year. Over a 
period of five years DM3.4 billion have been budgeted 
for this purpose. In May 1992 the Federai ( onstitutional 
Court ruled that in a crisis the principal of the federal 
state applies; the federal government and the laender are 
then obligated to provide assistance. 


The DM15 billion in additional funds needed by the 
eastern German laender after 1995. which is in excess of 
the basic sum of DM60 billion and which was referred to 
by the chairman of the conference of minister- 
presidents, Kurt Biedenkopf (CDU) [Christian Demo- 
cratic Union], simply as “an accounting figure.” was not 
included in the final report. This additional amount 
cannot be raised without tax increases, assuming further 
new indebtedness and even greater money-saving mea- 
sures are out of the question. For that reason the laender 
are insisting On a tax increase, such as reinstating the 
solidarity surcharge before 1995. 
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In the opinion of the federal government, the laender 
could do their part to contribute to financing this addi- 
tional amount by paying over revenues from the interest 
reduction tax that has been in effect since | January 
1993. Until now, however, it has been unclear how much 
tax revenue this will produce. 


The minister-presidents are pleased that the initially 
requested t investment by the laender in the 
inherited burden fund, which will be established as of | 
January 1995 as a part of the federal consolidation 
program (FKP), has been “cleared out of the way.” The 
inherited burden fund is estimated to contain around 
DM400 billion, and it is expected to require around 
DM40 billion annually to service it. The “inherited 
burdens” so far consist of the debts of the Trust Agency 
(DM250 billion to DM260 billion), the GDR national 
budget deficit (DM28 billion), the compensatory pay- 
ments made in the currency conversion (DM! 10 billion) 
and the costs for liquidation of foreign trade firms (DM2 
billion). 

The list of cost-saving measures that the laender finance 
ministers have worked out would result in DM9.975 
billion in savings. The list includes the number of 
employees and surcharges in the civil service, financial 
incentives, social welfare for those seeking asylum, for- 
eign investment funds, deductibility of entertainment 
costs, raising the property taxes on private property. 
abolishing the period of prohibition for tax liabilities, 
increasing the insurance tax, refurbishing old buildings 
for tax purposes, the public relations budget, the 
domestic servant privilege, and aviation fuel. 


The finance ministers also spoke in Potsdam of doing 
away with the | 3th year of school in western Germany. 
Biedenkopf speculation of a possible savings of 
DM1.5 billion with such a measure. “Education policy 
cannot be discussed from the standpoint of saving 
money,” said Biedenkopf. Thuringia’s minister- 
president, Bernhard Vogel (CDU), however, commented 
on this subject with the words: “If we don't do away with 
the 13th school year now, then when?” 


Saxony's finance minister, Georg Milbradt, told HAN- 
DELSBLATT that the proposed process for the 
eastern German laender over the next 15 to 20 years 
must be accompanied by increased investment assis- 
tance. The additional demands this will place on the 
laender must be viewed with this in mind and must be 
discussed with the chancellor. “! believe that in terms of 
the potential for saving money in the west, we have not 
exhausted all the possibilities.” 


Cuts in Job-Creation Measures Draw 
Criticiem 


93EN0225C Duesseldorf HANDELSBLATT ‘n German 
1 Mar 93 p § 


[Article by “df: “Latest Mess Up’ by the Federal Labor 
Office”) 
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{Text} Duesseldorf, 27-28 Feb—“ABM,” the acronym 
for “job-creation measures,” is currently the catchword 
in German politics. A mistaken report that the Federal 
Labor Office had ordered land labor offices to “halt” all 
ABM immediately caused politicians from all parties 
and almost all trade unions to react in swarms like 
hornets as if they had been stung. 


The DGB [German Federation of Trade Unions] spoke 
of a “catastrophe for the unemployed in the east and the 
west.” Deputy DGB Chairman Engelen-Kefer accused 
the president of the Federal Labor Office of becoming a 
“stooge for the antisocial and unsuccessful finance policy 
of the federal government.” She said this move would 
send the labor offices “back to the rubber stamp office 
days of the twenties.” The OeTV trade union [Public 
Services, Transportation, and Traffic] charged the fed- 
eral government with leaving behind a “cratered social 
landscape.” SPD [Social Democratic Party of Germany] 
social politician Dressler spoke of the “disintegration of 
the work-promotion law”, Berlin labor Senator Bergman 
called the “halt to ABM grants the most recent mess up 
from Nuernberg”™. her colleague from Brandenburg, Mrs. 
Hildebrandt, charged Labor Minister Bluem with 
breaking his promise and announced an “immediate 
barrage against our minister-presidents” to have these 
measures rescinded. These are but a few quotations from 
Statements made in reaction to the Nuernberg Labor 
Office report. 


In this flood of hysterical expressions of outrage the 
Federal Labor Office and the Federal Ministry of Labor 
had virtually no chance of emerging with the truth: 


Additional 600 Million German Marks for Special and 
Eavironmental ABM 


The Labor Office's ABM policy has in no way been 
“halted” or even interrupted, as its critics wanted us to 
believe. On the contrary: A total of 9.9 billion German 
marks [DM] has been slated in the Labor Office budget 
to fund general job-creation measures in 1993. To pre- 
vent a misappropriation of funds, this money will be 
awarded through contracts with the corresponding pro- 
viders of ABM and will be tied to these contracts. The 
Labor Office made this commitment at the end of 
February, which already is an achievement. Thus ABM 
providers have already received a contractual guarantee 
that they will be awarded DM9.9 billion in grants this 


year. 


This, however, exhausts this item in the budget. No 
additional ABM contracts can be concluded unless a 
contract that has already been concluded were to be 
released again during the year. And this is the only issue 
the Labor Office had pointed out to the land labor 
offices. Because the Labor Office is not allowed to exceed 
its budget. And therein lies the aforementioned “mess up 
from Nuernberg.” 


So the DM7.8 billion that is slated in the Labor Office 
budget to fund work creation meas’ <es in eastern Ger- 
many in 1993 will flow unimpeded into the new laender. 
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and this is almost a billion more than last year. Up to 
300,000 workers can be employed on a yearly average 
with these funds. 


The Nuernberg budget, however, contains another 
DM600 million for special job-creation measures in the 
areas of environmental clean up, social services, and 
youth in the new laender. With a budget of this 
order, the Federal Labor Office can use funds for unem- 
ployment pay to create employment, a program which 
will begin in the spring and will employ an additional 
70,000 people for the remainder of the year. With the 
DM 2 billion contained in the budget to fund ABM in the 
old laender, up to 60,000 unemployed can be employed 
on a yearly average. 


In addition, these approximately DM 10 billion in ABM 
funds, which are still being wrongly financed through 
contributors to unemployment insurance and often 
enough are invested poorly, are not the only financial 
contribution to the labor market; the Trust Agency is 
spending many more billions to keep firms whose prod- 
ucts are now barely salable afloat. Keeping the federal 
government's promise to preserve the “key industries” 
in eastern Germany is a job-creation measure in itself. 


The Unrealized Potential of a Job Market Contribution 


The letter written by Mrs. Engelen-Kefer, deputy chair- 
woman of the DGB, to the federal minister of labor also 
fits into this highly charged climate: She felt compelled 
to note with indignation that there was already a con- 
crete bill on the table that “would provide for socially 
irresponsible reductions in aid for the unemployed and 
those undertaking to receive an education,” and that this 
bill is expected to be passed by the federal government 
on 4 March. This would “signal the beginning of” a 
ao social breakdown in the area of job market 
icy.” 


The principals of justice and solidarity would suffer 
criminal neglect. The victims of German unification 
would once again be penalized and would be driven in 
great numbers into poverty. And if the extremely 
strained financial situation of both the Labor Office and 
the federal government is used to justify ihe planned cuts 
in the bill, then this argument is just an excuse. 


“The federal government would be completely incred- 
ible, however, if it refuses to introduce a job market 
contribution.” Because the federal cabinet is planning to 
pass this bill on 4 March, the customary prior substan- 
tive discussion with the laender and business groups is 
apparently no longer a consideration. 


All of these are factors in the solidarity pact discussion. 
This idea was wrong, as is now becoming apparent. It 
leads to unscrupulousness in demands and style. The 
lawmaker becomes a broker, for whom dishonesty is 


universally acknowledged. 
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Wissman Seeks ‘Close Cooperation’ Between 
Science, Economy 

AU1703154993 Duesseldorf HANDELSBLATT in 
German 17 Mar 93 p 3 


[Text] Bonn, 16 Mar—Matthias Wissmann (Christian 
Democratic Union), the new German research minister, 
wants to explore new avenues and have his munistry’s 
work understood more as the work of a ministry for the 
future. At his first news conference in Bonn on Tuesday 
[16 March], he announced that he wants to encourage 
closer cooperation between the economy and science and 
guide the dialogue between them, with the inclusion of 
the trade unions. 


Wissmann wants to respond to the Japanese challenge 
with new “innovation strategies for the future."’ Ways of 
approaching future-oriented innovation strategies can be 
found, in particular, in the following areas: increasing 
technological competitiveress and tasks involving the 
shaping of the future in environmental, health, energy, 
and transportation policy, as well as in modernizing the 
research infrastructure. 


In addition to the strategy talks with representatives 
from industry and science, there will be technical con- 
ferences on selected topics. In addition, there will be 
more estimates of potential, such as in the field of 
information technology. 


With his new focus on research and technology policy. 
Wissmann wants to help keep Germany an industrial 
location. In this respect he sees five main points: reex- 
amining the framework conditions set down by the state: 
strengthening the new laender as locations for research 
and technology; accelerating the implementation of the 
results of basic research for marketable products: giving 
even more support to the research efforts of small and 
medium-sized companies; and orienting national 
research efforts more strongly toward Europe's needs. 


To help strengthen the new laender, the German 
Research Ministry plans to help establish an infrastruc- 
ture that is conducive to research, strengthen technolog- 
ical competitiveness, support the establishment of tech- 
nology-related companies, and promote innovative 
medium-sized companies as a whole. Whether the 
existing instruments for the promotion of the develop- 
ment of future-oriented products can be expanded will 
be examined. In order to break up ossified structures in 
the university sector, an “innovation college” promotion 
initiative is to be initiated at universities. 


Even more than his predecessor, Wissmann wants to 
support small and medium-sized companies throughout 
Germany within the framework of technical programs, 
of research and development loans for so-called leap 
innovations [Sprunginnovationen]. and by promoting 
research cooperation projects. Wissmann suggested 
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introducing tax privileges and special write-offs for 
research and development, for instance instead of write- 
offs for buildings. The minister narrowed it down to the 
formula: “research rather than concrete.” Such regula- 
tions could be introduced with the corporate tax reform. 


He wants to draw the following consequences from the 
tight budget situation: There will be no new large-scale 
projects in basic research, and a ceiling will be intro- 
duced for large research institutions. No new national 
large-scale space projects will be begun, and contribu- 
tions to international projects will be limited. 


Scharping, Fischer Discuss Hesse Election 
Results 


AU 1503184893 Hamburg DER SPIEGEL in German 
15 Mar 93 pp 29-32 


[Discussion between Rhineland-Palatinate Minister- 
President Rudolf Scharping and Hesse Environment 
Minister Joschka Fischer moderated by Olaf Petersen 
and Klaus Wirtgen; place and date not given: “Golden 
Hamster Attacking”] 


[Text] [DER SPIEGEL] Mr. Fischer, you are struggling 
for a red-green [Social Democratic Party of Germany 
(SPD)-Greens] alliance in Bonn. Are you afraid that you 
are losing your big, partner? 


[Fischer] Apart from the rise of the right-wing extrem- 
ists, one thing makes me very thoughtful: Rarely has a 
coalition been so run down and a chancellor so much at 
the end as now, and nevertheless the opposition in Bonn, 
the SPD, receives most of the bashing in a regi 
election. We have known this trend—that the SPD is 
held partly responsible for the chaos in Bonn—since the 
1992 Landtag elections in Baden-Wuerttemberg. 


[DER SPIEGEL] Mr. Scharping, do you, as head of the 
SPD/Free Democratic Party of Germany [FDP] govern- 
ment in Mainz, also see this trend? 


[Scharping] The Hesse result has important implications 
for all of Germany, namely the general disenchantment 
with politics, many citizens’s anger over the inability to 
come to decisions and the lack of clarity, and the 
individual parties’ lack of a profile. For the SPD this 
means: We must energetically make our profile clearer 
and improve party standing among those who are called, 
slightly disparagingly, the “little people.” Landtag or 
local elections, where many express their political dis- 
pleasure and their protests seemingly without conse- 
quences, cannot simply be used as projections for federal 
elections. There are many signs that the SPD will have a 
good chance in 1994 to become clearly the strongest 
party. 


[Fischer] Of course, many people voted for the Repub- 
likaner out of protest, but I am afraid that in the 
meantime there are also many voters who agree with 
their views. It will not be possible to reach all of them. 


FBIS-WEU-93-051 
18 March 1993 


We also must not underestimate the high degree of 
deliberate abstention from the ballot box. 


[Scharping]} The turnout in Hesse was higher in the local 
elections than in the Landtag elections. 


[Fischer] That is not the point. The point is mobiliza- 
tion. Simply put, the SPD did not manage to mobilize 
most of its voters. This was true all over the land and it 
was particularly bad in the big cities, even though before 
the elections the SPD had such good standing in the 
polls. In this connection, I can only warn against saying 
that for federal politics, Hesse is just a lesson about voter 
frustration. You have been held partly responsible for 
Mr. Kohl's circus of amateurs in Bonn. You should think 
about that thoroughly, because instead of “time for a 
change” you got a good hiding. 


[Scharping}] Think about it with what result? In partic- 
ular when society splits into individual parts, we need 
popular parties that integrate and keep the people 

. The result is a better model of politics and 
society, which links credibly economic, social, and eco- 
logical requirements and makes it possible for the people 
to experience these things. 


[Fischer] Certainly. What does the opposition have to 
decide, however? First of all, the government must make 
a decision. Its majority is large enough, it does not need 
you. At the moment, one does not even see that the 
opposition has the will to stand up to the Bonn govern- 
ment, which is incapable of making decisions, and 
replace it. Rather, all too often one gets the feeling that 
the opposition is part of this government. You promptly 
got a good blow on your head. 


[Scharping} I object to two points. The Christian-Liberal 
government is not incapable of making decisions. From 
1982 until now it has managed to seriously divide this 
society with its decisions and to almost completely 
marginalize the lower social third—regarding income, 
prospecis for prosperity, and prospects for life. These are 
also the real reasons for right-wing extremism. 


I think the accusation of participating in government 
and in responsibility is too general. Because of the 
majority in the Bundesrat the SPD cannot do anything 
but accept responsibility beyond party borders con- 
cerning very important issues, such as immigration, 
German unification, and European integration. Even 
Hesse does not avoid that. There must not be the 
impression that we do not really want to get down to 
work. 


[Fischer] Precisely. We certainly agree on the basic 
analysis. This government is incapable of making deci- 
sions in its chaotic policy regarding unification and 
finances. I do not deny that compromises must be found 
between the federal government and the laender. This 
was not different for Kohl and Geissler when they had 
the majority in the Bundesrat against the Social-Liberal 
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government before 1982. But, damn it, they were not 
held partly responsible for that, as you were now in 
Hesse—quite the contrary. 


[Scharping] Times have changed radically as a result of 
unification. We no longer live in the old western German 
society, which only asked itself: How are we going to 
distribute any increases in prosperity? Now reconstruc- 

tion is more important than distribution. The SPD 
represents social justice in that; Kohl represents the 
opposite. 

[Fischer] If it were only that! Much more is becoming 
evident. You left important groups of voters alone when 
you made the transition from August Bebe! to Giorgio 
Armani. I will make this clear with the example of a 
soccer stadium: The SPD was strong as long as it was not 
first and foremost the party of the grandstand but of the 
eastern curve.... 


[DER SPIEGEL] ...where the standing room is. 


[Scharping] The standing room is usually in the western 
curve. 


[Fischer] My question is: Have you not cleared out of the 
standing room in the meantime? The Republikaner are 
getting more and more voters there. If we Greens could 
reach the people in the zone of decline in our high- 
productivity society, | would ask the same question of 
my party. 


[Scharping] The question applies to all parties because of 
the realization that this society haraiy has any leeway for 
distribution at the moment. I certainly criticize the fact 
that the SPD lacks contact with the grass roots and is 
thinking too much in old patterns. A typical example is 
the social state: One must struggle against its disassembly 
as well against its abuse. And is a labor market tax not 
also too great a burden on the lower echelons of civil 
servants? One must at least ask the question. Further- 
more, I think that in particular the Greens like too much 
to talk about the comfort of the seats. 


[Fischer] Okay, in my party, too, there are distribution 
politicians who like things to be comfortable. But basi- 
cally we are not thinking about how we can make 
ourselves comfortable in our seats. To stick to the 
example: We are working on the social and ecological 
restructuring of the stadium. And you will get any 
support from us if you again care more intensively for 
the people in the eastern curve. 


[Scharping] You would likv this kind of division of labor, 
wouldn't you? The Greens are responsible for the future 
and we for the social matters. No, the SPD people's party 
is intensively dealing with both things, the moderniza- 
tion of the stadium and the people in the western curve. 


[Fischer] But at the moment the SPD is losing on both 
sides. Let us take rents and the lack of housing, the most 
important social issue, as an example. Of course, 
everyone is looking to you, the “party of the little 
people.” But where is ‘ue SPD federal politician who 


GERMANY 21 


makes the government's disastrously wrong policy con- 
cerning rents and housing construction the main topic of 
the SPD struggle and gives the people the feeling that he 
or she really represents them? 


[Scharping] At the moment, I do not see any such person 
in any party as a popular igure. However, I can promise 
one thing: This is a central topic of our struggle. I have 
long said that policy cannot be just identified through 
programs but we also must have people with whom we 
can make the political contents visible. 


I believe that the SPD must urgently strengthen its social 
anchor in programmatic and personnel terms. Then, 
however, one must also accept that in the people's party, 
SPD people with political views, which are not those of 
the Greens, have influence—concerning asylum and 
immigration, for instance. It is pointless to try to evade 
the fears of the people. Another question is how one 
deals with this topic. However, | stick to the view that 
immigration to Germany must be limited and con- 
trolled. 


[Fischer] I also think that we must co1:trol immigration, 
which we do need. Control for me means a policy of 
immigration and not capitulation to the Christian Social 
Union [CSU]. My criticism is that the SPD, together 
with the Bonn coalition, practically abolished the right to 
asylum. In the future it will depend on the means of 
transportation whether a really politically persecuted 
person has the right to asylum. 


[Scharping] Objection! This will not depend on the 
means of transportation but on whether someone can 
credibly prove that he comes from a country where he 
was persecuted personally for political reasons. Because 
about 90 percent of the people come across tive green 
border, the fear scenario that only people arriving by 
hang glider or boat have a chance does not become more 
correct by being repeated again and again. 


[Fischer] You are wrong. Mr. Seiters intends to close the 
green border electronically. 


[Scharping]} A horror scenario, to make the propaganda 
sound better. What is much more important is a clear 
line in the country and fairness toward the Poles and 
Czechs. 


[Fischer] That, too, fits well into my main question: Why 
do you always wait until the Christian Democratic 
Union/Christian Social Union [CDU/CSU] dictates the 
topics to you and then puts public pressure on you to 
make you follow it? Why do you as the opposition not 
initiate the discussion on the topics? It seems to me that 
this is the general problem of the SPD in Bonn. 


[Scharping] The point is to lift the self-blockade of 
policymakers. Here the responsibility that the Social 
Democrats bear—also toward our voters—is different 
from that held by the Greens. 


[Fischer] This is no self-blockade of your policymakers, 
but only the SPD's strategic weakness. It interests me 
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because I want to win in 1994. Kohl must be voted out, 
otherwise this country will decline farther into the quag- 
mire of financial chaos, disaffection with the body pol- 
itic, unemployment, and right-wing-radicalism. 


[Scharping] We are in agreement in this respect. I think 
there are enough opportunities to attack aggressively the 
miserable state of the government. But regarding such 
great problems as immigration, unification, or European 
integration, there must also be common responsibility, 
above all because of the current economic slowdown. 
The Greens then react by saying, ah, they want a grand 
coalition. 


[Fischer] There is obviously a certain appetite for a 
grand coalition. What I am saying now is against my 
interests. There may be situations in which a grand 
coalition is the only way out, but then one should muster 
the courage to carry it out. However, you allow Kohl in 
an actual grand coalition to keep you under the cabinet 
table like a dog, instead of linking the solution of 
problems with the question of sharing power in the 
government. 


[Scharping] Can you stop exaggerating things? What you 
just said is wrong and poisonous advice to us to clear the 
terrain for you for a grand coalition. The exciting ques- 
tion for me remains: Are solutions possible in politics for 
which we would be jointly responsible, without the 
necessary interplay of the government and opposition 
being put out of force by means of an elephant wedding? 
My answer in principle is yes. 


[Fischer] This country needs clear alternatives and not 
talk about common responsibility. The result is obvious: 
Your opposition policy in Bonn is as dangerous as the 
threat of attack by a golden hamster. 


[Scharping]} You need the nightmare of a grand coalition. 
But there will be no grand coalition, not even in 1994. 


[DER SPIEGEL] Let us wait and see. No rash promises. 


[Fischer] No, you are implying something totally 
wrong... 


[Scharping] Now, listen, you are continually attributing 
your nonsense to the SPD. No one in the SPD intends to 
do such a thing. 


[Fischer] No one? Nonsense? Please. I do not intend to 
drag you into a grand coalition and then believe that in 
four years we will be stronger than the SPD. I am not 
crazy. Together with the SPD, I want a different majority 
in 1994. But the way you are currently dealing with it, 
seems to suggest that you do not really want to win at the 
federal level. 


[Scharping] That is the same complete nonsense again. 


(DER SPIEGEL] Would the SPD get more votes with an 
extremely tough opposition policy? 
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[Scharping] | do not think so. In this situation, no one 
should put all his cards on confrontation. The real 
concerns of the people about the future are not suitable 
for noisy rhetoric. This holds also true for inner security, 
the future area of domestic-political conflict. Regret- 
tably, there is currently no intelligent discussion from the 
Left on the subject of organized crime. 


[Fischer] I predict that this will develop in the same ay 
as the asylum issue. The CDU/CSU will start the discus- 
sion, and you will then follow. To prevent this, we, the 
leftists—fur once, | am not talking about green and 
red—should siart a discussion on the real issue, the 
increasing social disintegration, the imminent disinte- 
gration of our society, which fosters the development of 
crime. 


[Scharping] Progress also means to recognize the areas of 
future conflicts early and to answer embarrassing ques- 
tions instead of drifting along. For instance, should the 
private sphere of people be protected who are under 
suspicios: of being involved in organized crime? In my 
view, there should be no such protection. 


[Fischer] That would be exactly the wrong debate, 
because at the very moment that | concentrate on the 
issue of eavesdropping | will have fallen into the trap of 
people like [Bavarian Interior Minister] Edmund Stoiber 
who want to go back to an authoritarian republic. 


[Scharping] But you cannot ignore it either. The problem 
is not eavesdropping, but concrete prosecution. Other- 
wise, the same thing would happen as in connection with 
the asylum issue: First the problem is discussed, then you 
refuse to answer, and finally, you stand at the wall. 


[Fischer] I do not refuse to answer, but I warn against 
dismantling the constitution and freedom. If one can 
prove to me empirically that a country has been much 
better able to deal with organized crime because of 
eavesdropping, | advocate it. I believe, however, that this 
is not even true for the United States, and that is why | 
do not consider it necessary. 


[DER SPIEGEL] Which topics do you intend to win 
with in 1994? 


[Scharping] They are on the table. The point is to link 
economic, social, and ecological topics in an intelligent 
way. This means recovery in Germany, reconstruction in 
the East, ecological modernization, social justice, and 
inner security. Taken together, this should be an answer 
to the question about our country’s future. Otherwise, 
policy will be reduced to short-winded pottering around, 
as we have experienced since unification in such a 
pitiable way. 


[DER SPIEGEL] Should not a clear coalition statement 
be made first—in favor of a red-green or a traffic light 
coalition? 


{Scharping] I think all these coalition debates are 
bullshit. The SPD must become as strong as possible. It 
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has good potential in this respect, and the rest will 
automatically follow. That also happened in Rhineland- 
Palatinate. 


[DER SPIEGEL] ... but less so in Hesse. 


[Fischer] First of all and above all, we must have a new 
majority in Bonn. The fact that this has not been made 
clear in the credibly and thunderously seems 
to me to be one of the SPD’s main problems. I do not like 
statements on a grand coalition—and afterwards things 
are different. What is clear for us is that we want to have 
a red-green coalition with a strong representation of the 
Greens. However, a different majority will not fail by us, 
either. We have demonstrated this in Bremen and Bran- 


[DER SPIEGEL] ... where traffic light coalitions govern. 


[Fischer] Well, I can clearly say for the Greens that we at 
least want Bjoern Engholm as chancellor. 


[Scharping] We are it. agreement in this respect. 
[Fischer] Consequently, every vote for us is a vote for 
Bjoern Engholm. 


[Scharping] I think this is too complicated. Why a 
detour? Bjoern Engholm will only become chancellor if 
the SPD becomes the strongest party. 


[Fischer] Then the SPD must finally give up its role of a 
golden hamster in Bonn and siart attacking. 


[Scharping] | will readily pass this on, and you should 
enter a voters action group for the SPD, if you want 
Engholm as chancellor. 


[Fischer] If that helps bring about a new maijority.... 


[DER SPIEGEL] Mr. Scharping, Mr. Fischer, we thank 
you for this conversation. 


Kinkel Urges Bundeswehr Participation in UN 
Missions 

LD1303145293 Berlin DDP in German 1409 GMT 13 
Mar 93 


[Text] Bremen (DDP)-—Federal Foreign Minister Klaus 
Kinkel (Free Democratic Party [FDP]) has renewed his 
demand that it be made possible for the Bundeswehr to 
participate in the future in Blue Helmet operations and 
UN peacemaking missions. Addressing the Bremen land 
party conference of the Bremen FDP, Kinkel said today 
that as the strongest country in Europe in terms of its 
economy, Germany has to be put in a position to have a 
say about the world’s trouble spots. However, conscripts 
should not be deployed in such operations. “At the very 
ates using volunteers,” Kinkel 
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Ruehe Calls For Consensus on Bundeswehr's Role 


AU1503113293 Hamburg WELT AM SONNTAG in 
German 14 Mar 93 p 9 


[Article by Defense Minis.er Volker Ruehe: “The 
Bundeswehr’s Tasks Have Been Defined; Now We Need 
a New Basic Consensus] 


{Text} Historic changes have radically changed the 
world. Germany made a decisive contribution to the 
victory of democracy—by the achievements of its armed 
forces, among other things. The Bundeswehr was and is 
the main pillar of NATO in Europe. 


But, future challenges cannot be met by past achieve- 
ments. New times need new policies. We must define our 
country's role in an environment that has fundamentally 
changed and we must assume new responsibility. 


The assignment that I put to the Bundeswehr on the basis 
of a cabinet resolution of 26 November 1992 has made 
our armed forces part of Germany's future security 
policy. The assignment reads as follows: The 
Bundeswehr 


—protects Germany and its citizens against political 
extortion and external danger, 

—promotes military stability and European integration, 

—defends Germany and its allies, 

—serves international peace and security in line with the 
UN Charter, 

—aids in disasters and emergencies and supports 
humanitarian actions. 


On this basis | determined the basic concept for the 
development of our armed forces in December 1992. 
Accordingly, in the future we will give priority to crisis 
reaction forces. Priority must be given to preparing this 
part of the Bundeswehr for its new tasks. 


We can afford to leave the main defense forces, which 
have modern equipment and are dependent on mobili- 
zation, in their current state for a few years. Yet we can 
no longer afford to prepare our armed forces exclusively 
for the most improbable of all cases—a major attack 
against Germany. 


Our security precautions will in the future focus on 
accepting a share in the responsibility for the security of 
our allies and for the well-being of the community of 
peoples. Freedom and human rights are our political 
values, which must be applicable everywhere. We want 
to contribute to this—no more and no less. In the long 
run, Germany will be free and safe only in a free and safe 
world. 


Above all, we must show solidarity to our allies on which 
we have been able to rely for 40 years. Solidarity means 
sharing responsibility and risk. This applies also to 
NATO's new tasks in international crisis management. 


The Bundeswehr's task and the conceptual basic course 
for adapting the armed forces to new needs have been 
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defined clearly. What we are still lacking two years after 
Germany regained its sovereignty is the necessary gen- 
eral consensus .v. future security policy and the 
Bundeswehr’s new, additional tasks. This involves much 
more than the use of Gr. man destroyers in the Adriatic. 


German policy must have a future. We must protect our 
vital political interests. Only those who make contribu- 
tions will have influence. Those who only talk without 
ome anything will be marginalized in international 
affairs. 


The coalition has put forward a bill in the Bundestag for 
an amendment to the constitution. If it is adopted, 
Germany will be ready to take action, Germany will 
cecome credible and predictable. Those who fail to 
support these objectives will do great damage to our 
country. 


We need a new basic consensus on the purpose and the 
function of our armed forces: political and constitutional 
clarity, on the one hand, and reliable financial prospects, 
on the other. The Bundeswehr must not become the 
financial reserve for the federal budget. Our soldiers 
have a right to decent training, modern arms, and to 
have a better social situation for their families. 


If all these requirements are fulfilled, the Bundeswe’:r 
will remain what it always has been, namely the guar- 
antor of peace and freedom for our country. 


Bundeswehr’s Naumann on Restructuring, Budget 


93EN0239A Bonn BUNDESWEHR AKTUELL in 
German 4 Mar 93 p 3 


{Interview with General Klaus Naumann, Bundeswehr 
chief ot staff, by Dietrich Engel; place and date not given: 
“Limits That We’ve Already Reached’”] 


[Text] [BUNDESWEHR AKTUELL] If one cen believe 

the stories being circulated about the Bundeswehr, then 

things are “pretty catastrophic” in the armed forces, and 
frustration, indignation, and fears for the future are the 

order of the day among the soldiers. Is the image that this 

se correct, or is the situation in the military dif- 
erent? 


[Naumann] The description as you have formulated it 
certainly does not apply to all units of the Bundeswehr. 
However, all things consivered, it is surely correct to say 
that the discrepancy between the announced planning 
for the second half of this decade, which the defense 
minister had decided upon in December, and the fact 
that we were compelled by budgetary developments to 
reexamine this planning in January have led to a feeling 
of insecurity and—especially in the garrisons threatened 
by deactivation—to anger and disappointment, indeed 
to a loss of trust. 


{[BUNDESWEHR AKTUELL] Actually, the planning up 
to the year 2000 that was announced by the defense 
minister in December was consigned to the scrap pile in 
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January because of the federal consolidation plan. Just 
how much more planning will this Bundeswehr be able to 
take? 


[Naumann] The planning has not been rendered worth- 
less if one views the plan as a whole. It must be reviewed 
in many areas, it must be expanded. But we will not 
abandon the basic concept, viz. the division of the 
Bundeswehr into the triad of crisis-reaction forces, main 
defense forces, and the military base organization. (Edi- 
torial comment: Consolidated herein are all facilities 
such as depots, schools, etc., that are necessary for the 
operation of the armed forces.) We will also hold fast to 
the basic thrust of the planning, which is to give prece- 
dence to strengthening the crisis-reaction forces. What 
must be examined now is the military and civilian 
manning for the second half of the decade. Here, against 
the backdrop of a funding limit that will be set by the 
politicians, we will have to define how large a military 
force we can maintain and how many units we can at the 
same time provide with modern equipment, so that they 
will be capable of performing their mission, and what 
risks this could pose for our country. That is the area that 
will have to be looked into for the second half of this 
decade. And this planning step, which will follow now, 
must, in truth, as I also stated recently on television, be 
the health-restoring operation to which the Bundeswehr 
will once more have to submit during this decade. 


[BUNDESWEHR AKTUELL] At the military science 
conference in Munich, the Federal chancellor has now 
proclaimed that a manning figure of less than 370,000 
soldiers might also be conceivable for the Bundeswehr 
after 1995, in the second half of this decade. What effect 
would that have on the armed forces? 


[Naumann] Well, first of all, let me emphasize once more 
that until 1995 the manning must remain at 370,000, for 
we cannot now also expect the military to accept an 
overhasty personnel reduction. We know only too well 
that we are dealing with human beings for whom we are 
responsible, whom one cannot declare overnight to be 
assets that can be arbitrarily disposed of. But for the 
second half of the decade, we must indeed examine if we 
can maintain the manning of 370,000 soldiers or not. 
The federal government has so far not committed itself 
to any firm figure; instead, this will now have to be 
examined against the backdrop of the mission, the 
requirement for armed forces resulting from this mi’ 

sion, and the available fiscal resources. Only then can 
one come forward with figures. Until that happens, all 
figures are only speculation. 


[BUNDESWEHR AKTUELL] Do you rule out the pos- 
sibility that there may be additional deactivations in the 
next two years? The reason I| ask this question is that 
soldiers have been reassigned from a deactivated unit to 
another, have even physically relocated to the new 
garrison, only to be suddenly told: “April fool, you've 
been reassigned here, to be sure, but this organization is 
now also being deactivated...” 
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[Naumann] That is precisely the sort of thing that I want 
under all circumstances to avoid in the fiture. The 
soldier must have the assurance that he will be able to 
serve a stable tour of duty for a predictable period of 
time in the area to which he has been reassigned. | 
cannot, tc e sure, say that this should be the case for all 
eternity; that would be presumptuous of me. For if we 
were to get into a situation in which we were forced to 
reduce the peacetime manning of the Bundeswehr to less 
than 370,000 soldiers, this will naturally also force us to 
examine, relative to the structures that will then have to 
be adopted, whether the stationing plan developed for a 
370,000-man Bundeswehr and the corresponding 
civilian organization can be retained in the second half 
of the decade. 


{[BUNDESWEHR AKTUELL] Universal military ser- 
vice is currently still being viewed by a majority of 
politicians as the only form of military service suitable 
for a democracy. Despite this, a growing number of 
voices are calling for a professional and volunteer army. 
Do you think that universal military service is here to 
stay? 


[Naumann] I think that my position relative to this 
question is sufficiently well known. I am of the opinion 
that, in our time, in our society, in our state, universal 
military service is the appropriate form of security 
precaution for our country. I do not claim that this is the 
only form of a national defense system that is suitable for 
a democracy, for I would then be disparaging such 
formidable and established democracies as Great 
Britain, the United States, or Canada. But for me, the 
decisive factor in the end is that, unlike any other 
national defense system, universal military service gives 
expression to the fact that the precautionary measures 
and concerns about security are a responsibility of all 
citizens of this country. It expresses a cooperative soli- 
darity, so to speak, in case there is a threat from beyond 
our borders. It also prevents a trend from being dupli- 
cated in the sector of defense that characterizes many 
other areas of our social life: Buying one’s way out of 
responsibility for others, so to speak. I am well aware of 
the fact that it is more difficult, but also more chal- 
lenging, to serve as a commander or NCO [noncommis- 
sioned officer] in a conscript army. 


[BUNDESWEHR AKTUELL] Will a manning figure of 
less than 370,000 affect the duration of basic military 
service? 


[Naumann] That depends on the conditions and on the 
mission. If the mission is, for example, to produce a 
company having limited combat readiness at the end of 
the universal military service period in the army, and if 
one holds fast to the very liberal provisions which we 
offer our conscripts today, such as compensatory time 
off or annual leave, then it will be impossible to go below 
12 months. I also realize, of course, than many of our 
conscripts see this differently, since they do not feel 
sufficiently challenged. But if an operationally ready 
company is to be the goal, then 12 months certainly 
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represents a minimum under current conditions. There- 
fore, if reductions in the service tour are to be made at no 
cost to the training objective, one must also be willing to 
make use of the time available in a truly rigorous 
manner. Then one must be prepared to examine whether 
any privileges at all should be granted during the basic 
military service tour, and, if so, which ones. That will 
then have to be a political decision and above all one that 
must be lastingly supported. But | think it is still too 
early to speculate on the duration of the basic military 
service tour, since all the matters that we are currently 
reflecting on are concerned with measures in the second 
half of the decade. One must now examine this question 
in relation to the overall planning review process and 
then come up with a finding that is oriented to the 
mission of the armed forces and not to some other 
factors which are not directly concerned with mission 
accomplishment. 


[BUNDESWEHR AKTUELL] In concrete terms, what 
is actually the mission of the armed forces up to the end 
of the decade? 


[Naumann] First of all, the following should be stated 
very clearly: There is a mission of the Bundeswehr that 
has been clearly defined politically. This mission has also 
been made known to the troops innumerable times since 
the day the federal cabinet decided on it on 19 February 
1992. I cannot understand the statements that I hear 
again and again, also from the military, to the effect that 
there is no clear mission. We have promulgated the new 
mission in many different forms. This was then con- 
firmed once more—formulated a little differently, but 
with a clear political statement on the mission of the 
armed forces—in the defense policy guidelines of 26 
November 1992. And it was on this that the entire 
planning work was - sed. Without repeating it here word 
for word, this mission can be briefly summarized in the 
form of four elements. Two of them are old, two are new. 
1) To have the capability to contribute to the defense of 
our country. 2) To contribute to the defense of the entire 
alliance area. 3)}—and now to the new elements: Through 
cooperation with former adversaries, to contribute to the 
establishment of a zone of stability and confidence in 
Europe. And 4), and that is the controversial part of the 
mission: To be prepared to participate in peacekeeping 
and, in the long term, also peacemaking measures within 
the framework of the United Nations or other colleciive 
security systems, and of course to continue to be pre- 
pared to render humanitarian aid. 


[BUNDESWEHR AKTUELL] With the training that we 
have today, do the armed forces even have the capability 
to implement peacekeeping, not to mention peace- 
making, measures? 


[Naumann] For the crisis-reaction forces, we will cer- 
tainly have to examine the whole training program to 
make it possible for them to attain limited operational 
readiness sooner. I can indeed conceive of ways to gain 
time through a goal-oriented tightening of basic training 
and specialized basic training, ways that in the end will 
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make the men operationally ready sooner. But here, too, 
one should not make hasty statements. This really 
requires intensive and thorough study. And here we 
arrive at the point where we soldiers have direct respon- 
sibility: it is our duty to ensure that the man whom we 
send out te do a job has the best preparation possible as 
well as the best equipment available. Only when we have 
reached this point can we take the responsibility for 
sending a conscript on missions such as this in the first 


place. 


[BUNDESWEHR AKTUELL] Conscripts are ear- 
marked for missions such as this, in other words? 


[Naumann] We will ask conscripts if they are willing to 
serve with crisis-reaction forces. This question is to be 
asked before their military service begins. It can be 
repeated once more during general basic training, at a 
time when the man has gained a direct impression of 
military service. However, once he has made up his mind 
to serve in a crisis-reaction unit and that unit is opera- 
tionally employed, hv cannot change his mind again. 
That too is in keeping with the principle of a conscript 
army, one in which every soldier, regardless of status, has 
the same obligations and the same rights. 


{[BUNDESWEHR AKTUELL] One question on UN 
missions: The politicians are arguing whether the consti- 
tutional prerequisites have been met or not. Among the 
public, there are many who feel that something should be 
done, in Yugoslavia, for example. But when the point is 
reached where German involvement is at stake and 
where a decision on such involvement must be made, we 
all recoil and say: No, without us, that won’t work. Isn't 
this political debate being carried out on the backs of the 
soldiers? 


[Naumann] That is not being done and precisely that is 
to be avoided. We must indeed clear the air politically as 
to the course that our country wants to take in the future 
in its participation in international operations. The 
constitutional amendment proposal submitted in the 
Bundestag will serve this end. I hope that this matter will 
be politically resolved soon—in the parliament, in other 
words. By then it will really be high time that we will be 
in a position to take up the challenge conveyed by 
statements made by our politicians before the UN Gen- 
eral Assembly, viz. that the unified Germany is prepared 
to accept greater responsibility in the world, and that, by 
so doing, we will also be implementing what is after all 
the basic element of every alliance. One can be a partner 
in an alliance only if one is willing to accept the risks to 
the same extent as all the other alliance partners too. | 
cannot accept in its general form the argument of our 
past history that is so often cited, even if Yugoslavia 
requires special contemplation. Our past history cannot 
be seen as a restraining burden, but rather as an obliga- 
tion to see to it that no more genocides can take place 
anywhere in the world. That, I think, is the lesson to be 
learned from the bad years of German history. 
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[BUNDESWEHR AKTUELL] One last question on the 
defense budget. How much money can be gotten out of 
this “quarry”? 


[Naumann] Here let me say very clearly that defense 
precautions, that the size and cut of the Bundeswehr, 
cannot be approached with the exclusive arbitrariness 
characteristic of short-term deliberations on the budget. 
The taking of precautions for our security is no “quarty.” 
In the situation in which our country finds itself, there is 
no doubt that also the armed forces must attune them- 
selves to the fact that the FRG, in taking advantage of 
the current favorable international situation, is not 
giving top priority to defense precautions. The basic 
principle remains, however, viz. that the planning of the 
armed forces must be oriented to the basic requirements 
of our security policy, to our alliance capability, and thus 
to our political capability as well. Anyone who now plays 
with manning figures and drastic reductions should 
realize that we have reached limits where the substance 
of the armed forces and thus our entire national defense 
system are being eroded. Deep cuts would have long- 
lasting effects that could not be reversed on short notice. 
And this at a time when the world around us is charac- 
terized by more instability and uncertainty than during 
the predictable times of confrontation. Every politician 
can safely assume that we soldiers—and I as the first-— 
will loyally carry out all political decisions. But everyone 
should also realize that we are now in a situation in 
which I, at least, as the highest-ranking soldier of these 
armed forces, will not hesitate to state clearly what such 
cuts—not envisaged by the federal government—mean 
for the security of our country and its political capability, 
and what risks one takes. 


Article Warns of Left-Extremist Networking 


93EN0212A Hamburg DIE WELT in German 19 Feb 
93 p 8 


[Article by Helmut Breuer: “Militant Autonomists 
Forming Networks: Security Agencies Fear Right and 
Left Extremists Are Getting One Another “Worked Up””] 


[Text] Duesseldorf—Attorney General Alexander von 
Stahl believes that left-extremist groups pose a greater 
threat to the internal security of Germany than do right 
extremists. He said this week that ‘the blunt emotionality 
as a driving force behind violence from the Right is just as 
dangerous as emotionality from the Left, which is paired 
with intelligence. However, the rightist scene has not yet 
formed any kind of firm “organizational ties.’ 


They are called “Bazille,” “Zuendstoff" or “Nix da,” 
“Schnick Schnack” or “Anschlag,” and in North Rhine- 
Westphalia they exist in 15 towns: They are the so-called 
“infoshops,” official meeting places for groups that 
have—according to street jargon—openly declared war 
on the “pig sty and criminal system” of the Federal 
Republic of Germany. They documented their determi- 
nation in 1992 with a minimum of 835 criminal actions, 
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ranging through murder. (For comparison purposes: the 
right-extremist spectrum was credited last year with 
2,285 misdemeanors.) 


The Office for Protection of the Constitution in North 
Rhine-Westphalia, the most heavily populated of the 
federal states, has now sounded the alarm. The Duessel- 
dorf study entitled “Autonomists in North Rhine- 
Westphalia” indicates that the Red Army Faction (RAF) 
is making stronger efforts to establish contact and col- 
laboration with those who are willing to commit violent 
acts. The militant left autonomists have found a unifying 
ideological platform for acts of violence under the slogan 
of “‘antifascism.” Security authorities are afraid that 
right and left extremists are ““working up each other” and 
could bring about an escalation of violence in Germany. 
This is a finding shared by Federal Interior Minister 
Rudolf Seiters (CDU [Christian Democratic Union)), 
who controls the Federal Office for Protection of the 
Constitution (BfV) in Cologne, and Duesseldorf Interior 
Minister Herbert Schnoor (SPD [Social Democratic 
Party of Germany]), who oversees the North Rhine- 
Westphalia Department for Protection of the Constitu- 
tion. 


According to the latest report from the BfV, some 90 
percent of the left-extremist-motivated acts of violence 
in Germany are attributable to groupings whose fol- 
lowers call themselves autonomists. The number of 
militant autonomists in the Federal Republic is in excess 
of 4,000. 


The BfV study cites a murder in Berlin-Kreuzberg as 
proof of ever more brutal actions. There, on 4 April 
1992, six to eight masked individuals from a declared 
autonomist “antifascist self-help” group stormed a res- 
taurant. “Without prior warning, they attacked the 
guests and killed 47-year-old Georg Kaindl, an official of 
the ‘German Liga,’ which has since been banned, by 
stabbing him in the back with a knife and seriously 
injuring an additional guest.” The reaction to this crime 
is also said to provide proof of the increased “willingness 
to take risks” on the part of militant autonomists. And so 
the Cologne tabloid AGITARE BENE printed a report 
on the assault under the headline “German Liga Com- 
plains of Membership Decline.” 


The Berlin tabloid INTERIM, which is well-known 
beyond the borders of the city, also entertained “‘some 
thoughts on the death of a fascist” in April 1992 and 
demanded that “fascists” be always and everywhere 
attacked. According to INTERIM, the fact that a direct 
confrontation carries with it the possibility of a killing is 
a “tolerable risk.” 


Observations made by officials of the North Rhine- 
Westphalia Office for Protection of the Constitution 
confirm that militant autonomists have most recently 
been dressing up attacks on actual or suspected right 
extremists. In pamphlets, actual or suspected right 
extremists are openly pilloried as “antifascist self-help.” 
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Battle concepts such as “fascists” and “right extremists” 
are also being applied to police officials, state facilities, 
and economic enterprises, as well as their representa- 
tives. Thus, the Frankfurt ANTIFA-INFO 1992 came 
out with the headline “Lay On” and published a before 
and after collage. The “before” picture showed an assault 
by masked perpetrators upon a policeman; the “after” 
picture showed an official sitting in a wheelchair. 


As examples of “antifascist militancy” by autonomists in 
North Rhine-Westphalia, the Duesseldorf Ministry of 
the Interior has now listed the following criminal 
actions, among others: 


—In October 1991, four suspected sympathizers of the 
“Free German Worker Party” (FAP) were attacked by 
about 20 “antifascists” at Troisdorf. Two of those who 
were attacked were seriously injured, one of the two 
suffered a skull fracture. 


—On the occasion of a birthday reception for Minister- 
President Johannes Rau (SPD) at Wuppertal, a distur- 
bance was caused in January 1992 by members of the 
autonomist scene and by persons allied with the ter- 
rorist environment (the RAF—editor). On that occa- 
sion, such slogans as “Deportation is torture,” 
“Deportation is murder,” and “Desk Chair Perpe- 
trator Rau” were chanted and fireworks were thrown 
at vehicles. 


—In June 1992 at Wuppertal masked perpetrators 
attacked two “rightists.”” They beat a 20-year-old man 
with iron rods and wooden bats and injured him 
seriously. They demanded that a 15-year-old girl stu- 
dent tell them the whereabouts of her friend, an 
alleged “rightist.” When she refused, she received 13 
knife wounds in her lower arm. 


The security authorities of the Federal Republic as well 
as of North Rhine-Westphalia agree that the left- 
extremist scene which has only been loosely tied together 
traditionally could firm up under the influence of vio- 
lence from the right. In the judgment of the North 
Rhine-Westphalia constitution protectors, the left 
extremists “with their militant actions aimed against 
persons and facilities of the right-extremist spectrum 
hope to be able to attack the state in its core, the state 
which ‘standing in a fascist tradition’ is inclined to 
‘protect right extremists.” 


Toward this end, it is clear that the assistance of the 
murdering marksman of the RAF is welcome, as is 
shown by an appeal to the “Red Army Faction” printed 
in INTERIM on 16 July 1992. Its tone: the RAF com- 
mand might wish to shift its attack goals and now engage 
in “liquidating fascist leaders.” 
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Fatal assault involving right-extremist Gerhard Kaind! in Berlin (4 April 1992). 
2RAF assassination of Dr. Rohwedder, president of the Trust Agency Institution in Duesseldorf (| April 1991); letter-bomb attack on the head of 
Department for Construction and Housing at the Berlin Senat Administration (Hanno Klein, !2 June 1991). 


Vcteden 83 actions involving personal injury. 
4includes attempted attacks. 





Spokesman Says ‘Additional Help’ for Russia 
‘Necessary’ 

LD1703162193 Berlin ADN in German 1505 GMT 17 
Mar 93 


[Text] Bonn (ADN)—The finance ministers of the seven 
leading Western industrial nations (G-7) [Group of 
Seven] intend to discuss extra aid for Russia at the spring 
meeting of the International Monetary Fund (IMF) and 
the World Bank in Washington on 29 April. 


Government spokesman Dieter Vogel told journalists in 
Bonn on Wednesday [17 March] that Finance Ministry 
State Secretary Horst Koehler left no doubt at the 
meeting of G-7 representatives last weekend in Hong 
Kong that additional help for Russia is necessary. 


Vogel also stressed once again that German aid is greater 
than that of the other Western industrial nations put 
together. Germany’s ability to carry the financial burden 
has been reached, he said. 


Japan has since pronounced its support for Russian 
President Boris Yeltsin's policy of reforms. Yeltsin is to 
meet U.S. President Bill Clinton in Vancouver, Canada, 
at the beginning of April. 


Yeltsin has called on the West to provide immediate 
assistance to save the political and economic reforms in 
Russia. 


Kohli: Bonn at ‘Limit’ of Contribution 


LD1703 183493 Hamburg DPA ir German 1701 GMT 
17 Mar 93 


[Text] Bonn (DPA)—Germany wants to support 
Western aid measures for Russia but expects greater 
contributions to come from its Western partners. 
German Chancellor Helmut Kohl “left absolutely no 
room for doubt that additional aid for Russia is now 
necessary,” government spokesman Dieter Vogel said 
today following a cabinet meeting. The chancellor 
pointed out that Germany's aid contributions are larger 
than those of other Western countries and at the same 
time “stressed that Germany has reached the iimit of its 
financial capabilities,” Vogel told the press in Bonn. 


The subject is due to be discussed further at the fringe of 
the spring conference of the International Monetary 
Fund, which will take place in Washington at the end of 
April and which will be attended by the finance ministers 
of the seven major Western industrial nations (G-7) 
[Group of Seven], namely the United States, Japan, 
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Germany, the United Kingdom, France, Italy, and 
Canada. Details, however, are the business of the Japa- 
nese, who currently chair the IMF. The aid measures 
were prepared last weekend in Hong Kong by deputy 
finance ministers. Financial State Secretary Horst 
Koehler took part on behalf of Germany. 


Kinkel, Romania’s Melescanu Discuss Balkan 
Conflict 


AU 1403 163093 Frankfurt/Main FRANKFURTER 
ALLGEMEINE in German 13 Mar 93 p 6 


[(“C.G.” report: “Melescanu Leaves Bonn ‘Encour- 
aged””’} 


[Text] Bonn, 12 Mar—Romanian Foreign Minister 
Melescanu said that the losses to the Romanian economy 
caused by the embargo against Serbia-Montenegro have 
amounted to $1.7 billion so far. In addition, there are 
indirect losses amounting to about $7 billion. In an 
interview with this newspaper, Melescanu showed his 
satisfaction with Foreign Minister Kinkel’s announce- 
ment that “Romania” must “not be left alone”; Ger- 
many will strive for joint aid from West European 
partners. Melescanu said that he had not asked the 
Federal Government for a specific amount. “Nobody 
can give us a check to cover the losses.” However, 
Germany and other countries have other opportunities 
for support: “low-interest loans, better market access for 
Romanian goods, and training support.” This can also be 
regarded as some kind of compensation. The talks with 
Kinkel “encouraged” him, he said. 


Apparently, however, no firm promises were made to 
Melescanu. In a talk with Environment Minister 
Spranger, he reported on Romania's difficulties in the 
development of the infrastructure and the moderniza- 
tion of industry, Melescanu said. Germany offered to 
assign an expert for the restructuring of industry as an 
adviser to the Romanian prime minister. After the 
clarification of the responsibilities and the costs—to be 
paid by Bonn—Spranger will choose an expert from the 
private economy or the government apparatus and send 
him to Bucharest. Melescanu presented the wish for 
“direct help” in the form of the participation of German 
engineers and managers in the reorganization of Roma- 
nian industry. Romania wants to employ German 
experts. Spranger promised to pay the difference 
between the lower Romanian income and the German 
salaries out of funds from his department because oth- 
erwise there would not be an incentive to work in 
Romania. Melescanu proposed to entrust former Roma- 
nian Germans living in Germany with such tasks if they 
are technically qualified. The knowledge of the language 
and the country can be useful, he said. 


Melescanu commented on the Western European 
Union's [WEU] offer to provide speedboats, communi- 
cations systems, and a staff of 200 men from WEU 
member countries for the better implementation of the 
embargo against Serbia on the Danube River. Romania, 
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Bulgaria, and Hungary are now “discussing” what spe- 
cific tasks speedboats would have to fulfill, who is to 
command the boats, and under which flags they should 
sail. It must also be clarified whether the 200 men 
from—so far apparently unspecified—Western Euro- 
pean countries are to be soldiers, policemen, or customs 
officials. ““We are in an early stage of the discussion.” As 
soon as a statement of the three states bordering the 
Danube River on WEU actions at the “Iron Gates” and 
from there upstream and downstream has been devel- 
oped, the answer to the offer will be conveyed to the 
WEU. The WEU'’s offer of help proves that Western 
Europe has no doubts about Romania's political pre- 
paredness for the implementation of the embargo but 
only about the present technical opportunities for it, he 
said. 


“The embargo is the only possibility to manage without 
a military mission, which would be far worse.” There- 
fore, Romania is enduring the losses resulting from the 
embargo. All efforts must first be aimed at the imple- 
mentation of the Vance-Owen plan with U.S.-Russian 
addenda. However, the cessation of the hostilities is only 
“the first step” for which one has to strive. Melescanu 
said: “The clarification of the prospects for the time 
afterward is at least equally important.” Deliberations 
on how the states of the former Yugoslavia can develop 
their relations and integration within a more far- 
reaching Balkan region must be initiated separately from 
the present negotiations in Geneva and New York. The 
political and economic status of the small republics that 
cannot exist alone must be clarified in time. Romania 
already has started talks with Greece and Turkey on such 
future questions, he said. 


Melescanu reported that he will suggest the extension of 
the talks during a visit to London next week. He dis- 
cussed this with U.S. representatives in Bucharest and 
met with understanding. “The cessation of hostilities is 
not enough; we must answer many questions jointly, and 
this includes the future of the Serbs in Croatia.” Meles- 
canu mentioned the neighboring countries of the former 
Yugoslavia and some interested countries as participants 
in the talks. Kinkel had shown interest in Germany's 
participation, he said. 


Bundeswehr Sends Officers to Finnish UN 
Training Center 

LD1103163293 Hamburg DPA in German 1358 GMT 
11 Mar 93 


[Text] Bonn (DPA)—As a precautionary measure, the 
Bundeswehr has started preparations for deployment 
within the framework of UN peace missions. The 
Defense Ministry announced in Bonn today that at the 
beginning of the week 30 army officers were sent to the 
Finnish UN training center in Niinisalo. They are to be 
prepared there for deployment as military observers and 
trainers in UN missions. The course lasts 14 days. Fifty 
more officers and NCO's [noncommissioned officers] 
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are also likely to take part in UN courses in Austria, 
Sweden, Finland, Denmark, and Switzerland this year. 


According to the Defense Ministry, the courses will serve 
to prepare German soldiers who are taking on duties as 
military observers, members of a UN command, special- 
ists, and trainers. Two courses may also be held in 
Germany. Defense Minister Volker Ruehe (Christian 
Democratic Union) agreed today to the “preparatory 
training” of a limited number of officers and NCO’s in 
taking on tasks under UN auspices. Austrian officers are 
also to come to Germany this year to help the 
Bundeswehr organize the UN courses. 


A few days ago, Ruehe said that the plans and prepara- 
tions for German participation in UN missions have 
already started so that there will not be a further delay 
after the Bundestag gives the go-ahead. A few months 
ago, Ruehe announced that if the constitutional condi- 
tions for this were met, two Bundeswehr batallions are to 
be ready for action in UN peacekeeping missions on | 
October 1993. A battalion is comprised of about 500 
men. A total of three or four Blue Helmet battalions are 
to be set up in the long term. 


Commentary: U.S.-EC Trade War ‘Scary Irony of 
History’ 


AU 1603151693 Munich SUEDDEUTSCHE ZEITUNG 
in German 16 Mar 93 p 4 


[Commentary by Josef Joffe: ““The New Trade War- 
niors”’] 

[Text] Hardly a day passes without another shell 
exploding in the trade war between the U.S. and Europe. 
One side comes up with a threat, and the other responds 
as in a badly synchronized poker movie: “I'll see you and 
double.” There are only two certain factors in this risky 
game: the unprecedented explosion of worldwide pros- 
perity; the 40 fat years of the postwar era are mainly the 
fruit of the free trade system that the Americans pre- 
sented to the Europeans and Asians in 1947 as if on a 
silver platter. The second certainty is: Those who refer to 
“national” interests in connection with protectionism 
are liars. 


If a certain duty or quota is imposed, it is never the 
nation that benefits but always only the powerful group 
that managed to envelop its own egotistical interests in 
the flag of national welfare. This is how competitors are 
blocked off, how pressure on quality is eased, and the 
price of one’s own product is increased. Profits and 
salaries go up in the protected industry while the rest of 
the nation is left out in the cold— and in two respects: 
The other citizens { rst have to pay higher prices for the 
protected article and then—as producers—put up with 
retaliation, which affects them in the shape of trade 
obstacles for the products that they produce. 


In less abstract terms one could put it this way: More 
expensive soya beans marginally improve the incomes of 
French farmers, but, because of higher fodder prices. 
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they increase the price for cattle and meat, thus lowering 
the incomes in real terms of all EC citizens. What is 
worse is that if, in return, the United States imposes 
punitive duties on Moselle, Chablis, and Soave wines, all 
West European winegrowers suffer major losses. Conclu- 
sion: The group wins (something), the nation loses (much 
more)}—that is the protectionism brought home. 


It has nothing to do with national interest. Nevertheless, 
the temptation to do stupid things on behalf of the 
nation is growing day by day, stupid things that damage 
one’s own and all the other nations. Recession will 
always strangle the economy, which is why politicians 
will be more easily willing to lend an ear to an ailing 
industry that puts forward the argument of jobs. The 
most recent shot in the undeclared trade war was fired by 
the Americans. Mickey Kantor, the new U.S. trade 
representative, has just announced that as of 22 March, 
the United States would bar European companies from 
participating in federal calls for tenders if.... To make his 
demand more dramatic, Kantor even canceled a meeting 
with the EC which was scheduled for yesterday and 
today. 


The issue at stake are mainly invitations to bid in the 
field of telecommunications and electricity generation, 
where the EC is clearly discriminating against U.S. 
producers because it has granted a 3-percent discount to 
all offers by European firms since 1993 and where it 
permits the EC's (nationalized) electricity producers to 
suppress non-European offers right away. The United 
States has claimed that it granted the Europeans access 
to $17 billion in public invitations to bid while U.S. 
companies are permitted to make offers only with a 
volume of $8 billion. Brussels has admitted that this is 
true but that its free-trade virtue is improving. because it 
has permitted the U.S. to participate in a constantly 
growing number of public call for tenders since 1985. 


Even in this round of the fight the two sides are only 
using small-caliber arms. As far as the Europeans are 
concerned, only $50 million in public calls for tenders 
are at stake on the other side of the Atlantic—so far. Yet. 
the noise of the fracas is increasing day by day. At the 
beginning it was only oilseeds. then came steel and the 
Airbus. and now it is telephones and generators. It 1s not 
that the Americans are little innocents. but compared to 
Japan and the EC they are more sinned against than 
sinning. 


The stress lies on the word “have.” With Bill Clinton. a 
President has moved into the White House who. for one 
thing. lays greater emphasis on expressions like “fair 
trade,” “strategic trade.” and “industrial policy.” all of 
which are protectionist code words. and. tor the other. 1s 
surrounded by officials and advisers who advocate such 
things without great embarrassment. One can still say to 
their credit that—apart from the recently punitive duty 
that was imposed against 19 “dumping” countries—they 
are less interested in raising a wall around America than 
tearing down protective walls clsewhere, and are. there- 
fore, stating threats and warnings. 








FBIS-WEU-93-051 


18 March 1993 GERMANY 31 


One must hope that amid this battle noise Clinton will 
not forget America’s historic role as the forerunner of 
free trade since 1945. Free trade does not organize itself; 
it needs an advocate and patron. The EC will not assume 
this role (not even toward the desperate new market 
economies in East Europe), and Japan will do so even 
less. Yet, if even Washington were to decree to “buy 


American” and everybody were to hide in their trade 
bloc, we could finally say goodbye to the 40 fat postwar 
years. Mickey Kantor should ask the EC for a new 
appointment—and the EC should make his return easier. 
After the cold war between East and West, are we now 
facing a trade war between Europe and America? It 
would be a scary irony of history. 
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Clinton, Mitterrand Agree on G-7 Meeting on 


AU1803122793 Paris AFP in English 1153 GMT 
18 Mar 93 


{Text} Paris, March 18 (AFP)}—Bill Clinton and Fran- 
cois Mitterrand agreed in a telephone conversation 
Wednesday [17 March] that a meeting should quickly be 
held with Russia in the framework of the G-7 group of 
the world’s seven most industrialized countries, an offi- 


But they failed to agree on whether the G-7 meeting on 
Russia should be a summit or a ministerial conference, 
the French presidential source said. 


Clinton is more favorable to a ministerial meeting, he 
said, while Mitterrand wants an extraordinary summit 
ahead of the regular annual meeting of G-7 heads of state 
and government scheduled for Tokyo in July. 


Mitterrand, who visited Washington last week and held 
talks this week with Russian President Boris Yeltsin, also 
briefed the U.S. president on his Moscow trp, the source 
said. 


French Foreign Minister Roland Dumas said 
Wednesday that France had suggested G-7 leaders get 
together next month in Vancouver, immediately after a 
meeting in the Canadian city between Clinton and 
Yeltsin, the first U.S.-Russian summit since Clinton 
took office in February. 

Mitterrand, in suggesting a summit during his Moscow 
trip Tuesday [16 March], said a G-7 meeting at minis- 
ters’ level would be “insufficient.” 


“It is a fundamental political choice that will have to be 
made concerning the progress or retreat of democracy” 
. Mefew 


Moatenegro's Bulatovic Holds Talks With 
Mitterrand 
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Bulatovic said that Mitterrand had underscored the great 


suffering undergone by the people of Yugoslavia because 
of the sanctions, which they regarded as unjust. 


The United Nations Security Council introduced eco- 
nomic sanctions against the Federal Republic of Yugo- 
slavia for its alleged involvement in the civil, ethnic and 
religious war in neighbouring Bosnia-Hercegovina on 
May 30, 1992 and tightened them on November 16. 


Bulatovic expressed a high opinion of efforts being made 
by French diplomacy and especially President Mitter- 
rand in trying to find a peaceful solution for Bosnia and 
avoiding an escalation of war. 


The talks confirmed the traditionally friendly links 
between France and Yugoslavia, as between France and 
Montenegro, said Bulatovic. 


Bulatovic will leave for Great Britain on Thursday where 
he will meet with Foreign Secretary Douglas Hurd. as 
learned from the Foreign Office on Wednesday. 


Bulatovic's visit to London is part of his European tour 
during which it is expected that his views on ways to end 
the war in Bosnia-Hercegovina will be heard with care. 


Press Statement Released After Meeting 


LD1703233593 Belgrade TANJUG Domestic Service in 
Serbo-Croatian 2126 GMT 17 Mar 93 


[Text] Paris, 17 Mar (TANJUG)}—French President 
Francois Mitterrand confirmed today in talks with Mon- 
tenegrin President Momir Bulatovic that the signing of 
the peace plan and the cessation of hostilities in Bosnia 
should mark the end of sanctions against the Federal 
Republic of Yugoslavia. i.e. against Serbia and Montene- 
gro. 


In a press statement following the talks with the French 
president in the Elysee Palace that lasted nearly an hour. 
Montenegrin President Momir Bulatovic said that his 
meeting today with the French President was concluded 
“with a hope and a wish on the part of the French 
president to visit the Federal Republic of Yugoslavia and 
Montenegro as soon as possible, which would at the 
same time mark the end of sanctions and the beginning 
of new cooperation on which our talks focused today.” 


Having stressed that the talks at the Elysee Palace started 
off recalling the historical and friendly ties between not 
only France and the Federal Republic of Yugoslavia, but 
also between France and Montenegro. the Montenegrin 
president said that both sides pointed at the tragedy of 
the war in former Yugoslavia. We used this opportunity, 
Bulatovic added. to assess highly efforts made by French 
diplomacy and by President Mitterrand to find a 
peaceful solution for Bosnia-Hercegovina. to avoid ihe 
escalation of war conflicts. and finally to invest addi- 
tional efforts to reach a political agreement on that 
former Yugoslav republic. 
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“We came to a joint conclusion that peace in Bosnia is 
also a necessary condition for the abolition of sanctions, 
and in this respect we also told the French president 
about the enormous suffering and problems that the 
unjust sanctions have created for our citizens,” 


Stressing that his talks about the serious economic situ- 
ation in Montenegro and the Federal Republic of Yugo- 
slavia caused by the sanctions was one of the two 
principal aims of his visit to Paris, the president of 
Montenegro said at a press conference held tonight in the 
Yugoslav Embassy residence that in his talks with the 
French president he specifically demanded that, like 
Iraq, Montenegro be allowed to export certain goods to 
secure financial means to buy food and medicines for its 
citizens. Bulatovic said that detailed methods of lifting 
the embargo on exporting certain goods from Mon- 
tenegro to facilitate the purchase of goods for humani- 
tarian purposes will be discussed tomorrow by represen- 
tatives of France’s Foreign Ministry and Miodrag Lekic, 
Montenegro's head of the diplomatic service. 


As his second princigal aim during his visit to Paris, 
Bulatovic cited his desire to try, together with his French 
partners, to find an answer to the following question: 
What should the course of action be following the signing 
of the Vance-Owen peace plan and the restoration of 
peace in the entire area of the former Yugoslavia? In 
Montenegro there are views that once peace is achieved 
dialogue will be necessary among the ex- Yugoslav repub- 
lics as well as certain elements of normalization and even 
reintegration. This idea was supported by the French 
president, Bulatovic said. 


Judging that owing to its specific position, Montenegro 
could become some kind of “bridge” toward future 
cooperation and even toward a kind of reintegration of 
former Yugoslav republics, Bulatovic said that French 
President Mitterrand spoke of France's vital interest in 
reintegration in much of this part of Europe. The French 
president's stand, that a mistake was made when some 
former Yugoslav republics were recognized prematurely, 
was reiterated during the meeting. 


In reply to the question of whether a conflict exists 
between Serbia and Montenegro within the framework 
of a new Yugoslav federation, Bulatovic said that one 
should bear in mind that “the FRY is only just being 
created; the war is all around and; the sanctions are 
biting.” In such conditions ways are being sought for a 
democratic development of a new Yugoslavia and it is 
logical that differences should arise regarding certain 
issues. 


Commenting on Western media reports on possibilities 
of the conflict allegedly spreading to Kosmet [Kosovo 
and Metohija] and Macedonia, the Montenegrin presi- 
dent said that neither the FRY, nor Serbia, or Mon- 
tenegro have any interest in seeing conflict break out in 


FRANCE 33 


Kosmet. According to Bulatovic, this conflict could 
break out only if “a third party”, outside the FRY, so 
wishes. 

Prior to his meeting with Mitterrand, the Montenegrin 
president visited the French Institute for International 


Relations where he gave a lecture on the Yugoslav crisis 
and ways of resolving it. 


The Montenegrin president, who ends his official visit to 
Paris tomorrow morning, is expected to meet deputies of 
France’s largest opposition party, Rally for the Republic, 
in the Senate tomorrow. 


Bulatovic will leave Paris for London at noon tomorrow. 
After London he will travel to Rome. 


Government Said Ready To Participate in Bosnia 
Airdrops 

AU1803085793 Paris AFP in English 0849 GMT 

18 Mar 93 


[Text] Paris, March 18 (AFP)}—France is prepared to 
take part in relief aid airdrops over the besicged Bosnian 
Moslem enclave of Srebrenica where the situation is 
serious, French Foreign Minister Roland Dumas said 
here Thursday. 


“France, which is very much involved in the Yugoslav 
affair, is prepared to help” so that the humanitarian aid 
which cannot reach its destination by land can do so by 
air, he told Radio Monte-Carlo. 


French U.N. Commander Philippe Morillon has been in 
Srebrenica for the past week trying to persuade Bosnian 
Serb military commanders to allow a relief aid convoy to 
reach besieged Moslems. 


But no progress has been made so far despite Morillon’s 
efforts and warning that thousands of children may 
starve to death if the Serbs did not allow the convoy. 


The convoy has been blocked at a bridge over the Drina 
river, separating Serbia and Bosnia-Hercegovina, for 
seven days. 


Dumas said French participation in the relief airdrop 
mission, currently undertaken only by U.S. military 
aircraft, would require implementation of U.N. Resolu- 
tion 781, passed last October and imposing the no-fly 
zone over Bosnia. 


Wednesday, the U.N. Security Council condemned vio- 
lations of the no-fly zone by unidentified military air- 
craft that bombed Moslem villages in Pwsnia- 
Hercegovina. 


It demanded an immediate explanation from Bosnian 
Serbs and said it would “continue to consider what 
additional steps may be required to secure implementa- 
tion” of its resolutions. 
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French Firms Discover Mexico in Light of 
NAFTA 


93ES0455A Paris LA TRIBUNE DESFOSSES in 
French 23 Feb 93 pp 16-17 


[Article by Blanca Riemer: “NAFTA: French Business 
Owners Discover Mexico”} 


[Text] On 17 December, President George Bush; the 
Mexican chief of state, Carlos Salinas de Gortari, and 
Canadian Prime Minister Brian Mulroney signed the 
North American Free Trade Agreement (NAFTA), each 
in the capital of his own country. This was a quiet 
ceremony because George Bush, who had just lost the 
presidential election, was not in a mood for rejoicing. 
However, this treaty may go down in history as one of 
the most brilliant achievements of a presidency criti- 
cized for its lack of vision. 


In record time, after 18 months of negotiations, the three 
nations succeeded in sketching out the organization of a 
market of 360 million consumers, larger than that of the 
European Community. The United States also achieved 
a major strategic objective—the stabilization of Mexico, 
an inexhaustible source of illegal immigrants, by binding 
it definitively to the colossus of North America. 


The implications of this treaty were immediately exam- 
ined in detail by the management personnel of French 
businesses. It will be necessary to adapt the industrial 
Strategies being implemented in North America as 
quickly as possible, because if, as is expected, the treaty 
is ratified before the end of the year, the customs barriers 
among the three countries will begin to fall as of | 
January 1994. 


French firms have already made a colossal effort to 
establish themselves in the United States, investing $12 
billion between 1989 and 1991 to win a place in the sun 
on the American market. Henceforth, based on all the 
evidence, Mexico will be the focus of their preponderant 
interest. It has a market of 85 million consumers, one 
that is growing steadily, and it is shaping up as the heavy 
winner as a result of the treaty. And it is the country 
offering the greatest opportunity for entry into the Amer- 
ican market at the lowest cost for the companies that 
have not established themselves in the United States and 
those seeking to augment their presence there. The 
attractions offered by French Canada are also being 
reviewed. But, while in theory this area offers the same 
advantages as Mexico, the recession in Quebec and the 
separatist desires of the French-speaking province have 
dampened enthusiasm for the time being. 


The French firms became aware of the attractions of 
Mexico some time ago now. In 1992, the flow of direct 
investments into that country showed an upsurge, 
reaching 7.7 billion francs. The total achieved between 
1989 and 1991 had been minuscule—only 4 billion 
francs. But the amounts nonetheless remain very modest 
in comparison to those for other countries. What is 
needed now is to catch up. 
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Francois the president of the CNPF [National 
Council of French Employers], will travel to Mexico at 
the beginning of May at the head of a delegation of 
businessmen. The German president, Richard von Weiz- 
sacker, and Prince Albert of Liege paid earlier visits to 
Mexico, each of them presenting his respects to Presi- 
dent Salinas in November. And Prince Charles of 
England visited Mexico last week, making his first offi- 
cial trip in the post-Diana era. 


There are other considerations to be taken into account. 
Bill Clinton has stated, loud and clear, that he plans to 
give priority to American businesses. Certain French 
industrialists already detect hesitation where foreign 
investment is concerned. They think that the era of 
mega-acquisitions has come to an end since in the future 
the United States will favor American solutions. 
“Henceforth, there will be a strong incentive to invest in 
Mexico and in Canada,” Jean-Louis Gergorin, in charge 
of strategic coordination at Matra Hachette, notes. 


Some companies have already laid out a clear path of 
action. GEC Alsthom has almost no presence in the 
United States, and it will therefore approach the North 
American market “from both ends,” as Henry Dhavssy, 
director of the Americas sector of the Franco-British 
group, stresses. In January, GEC Alsthom secured a 
contract involving 3.4 million francs for the turnkey 
construction of a thermal power station near the town of 
Tuxpan, in the state of Veracruz. The group is also 
enthusiastic about the Mexican government's interest in 
using gas for combined-cycle power plants. And in order 
to glimpse the tempting prospects, it suffices to contem- 
plate the contract in the amount of 5 billion francs 
obtained by GEC Alsthom recently to provide the city of 
Hong Kong with a power plant of this type. 


GEC Alsthom has even more ambitious plans. With the 
help of the NAFTA, “We are trying to determine 
whether we can supply private industrialists in the 
United States with electricity from Mexico.” Henry 
Dhaussy says. This is ¢c.catially a very profitable 
market, and it involves an operation that would be 
pleasing to the ecologists who are happy to see the 
“delocalization” of as many power plants as possible. 
Discussions with American investors are under way, and 
possible sites have already been selected. 


Using Mexico as a bridgehead for the expansion of the 
company’s presence in the United States is an option 
available to the strategists at Roussel-Uclaf, as well. The 
Franco-German pharmaceutical firm has already won 
2.5 percent of the Mexican health market thanks to 
growth of between 10 percent and 15 percent per year, 
which produced a turnover total of 430 million francs 
last year. While only 30 percent of the families in Mexico 
are covered by social security at present, the figure will 
soon be between 50 percent and 60 percent, which will 
increase health costs, Herve Bourrat, who heads the 
Latin American department at Roussel-Uclaf, com- 
ments. 
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Following the signing of the NAFTA, the group has been 
contemplating a strategy for North America. The Mex- 
ican plant has been fully modernized, and “we are now 
in a competitive position for exporting to the United 
States,” Herve Bourrat emphasizes. The group is, there- 
fore, seeking Food and Drug Administration approval 
for its Mexican plant. 


Roussel-Uciaf is also contemplating specializing in 
industrial sites in the insecticide sector. It is studying the 
possibility of building a plant in Mexico to supply both 
the local market and that in the United States, while the 
plant which already exists in Texas would specialize in 
different products, also to supply both markets. 


While some industrialists are counting on diversity, 
others have selected Mexico as the base for their indus- 
trial strategy in North America. This is the case with 
Moulinex. After taking over full control of the Mexican 
Vistar company, the group has a plant employing | ,400 
individuals in Celaya in the northwestern part of 
Mexico. The exports of coffee makers, grinders, mixers, 
and irons made in Celaya to the United States and 


American market by 1994, based on total sales of 8.1 
billion francs in 1992. “The North American develop- 
ment center, with Mexico as the anchor point, will 
become increasingly autonomous,” Gilbert Torelli, the 
group's general director, says. 


electrical household-appl 
playing on both fields. Its two subsidiaries, Tefal and 


2 SS oe Pp Ses 8.2 billion francs in 1992. 
while the Tefal frying pan did indeed catch on in the 


Mexico) in Mexico. It has “maquiladora™ status (mean- 
ing it is a subcontracting factory benefiting from a 
favorable tax regime). The parts are produced in France, 
assembly takes place in Toluca, 60 km from Mexico City, 
and the merchandise is then sold in the United States. 
SEB now plans to manufacture certain components on 
site. “We plan to emphasize delocalization (transfer 
outside of France), in order to protect ourselves further 
against the dollar risk,” an official of the firm says. 


Valeo is capitalizing on the boom in the Mexican auto- 
mobile industry that has been accelerated by the delo- 
calizations. Its two plants (clutch fittings and engine- 
cooling systems) supply Chrysler and Volkswagen. 
Activity is so intensive that Valeo is planning to build a 
third plant to produce heating and air-conditioning 
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systems. The figures speak for themselves. In 1983, the 
output of the Mexican automobile industry was 285,000 
units, 4,000 of which were reexported to the United 
States. In 1992, production reached !|.1 million vehicles, 
of which 350,000 crossed the frontier. Production is 
expected to reach |.5 million units in 1995, with 500,000 
being reexported to the United States. 


In some cases, success in the United States has lead to 
establishment in Mexico. This is the case with the Casino 
distributing group (with a turnover total of 64.2 billion 
francs in 1992). Its American subsidiary, SF1, which is 
based in California and is listed on the New York Stock 
Exchange, has just concluded a joint-venture arrange- 
ment with a very wealthy Mexican family that owns the 
largest company in Baja California. The new company, 
in which the two partners have equal shares, will deal in 
coverings of the “hard-discount™ type, highly valued by 
the Hispanic population in the northern part of Mexico. 


“Our American subsidiary understands the Mexicans 
very well,” Antoine Guichard, the president of Casino, 
notes. “Our team believes that thanks to its extraordi- 
nary development and to the free-trade agreement, 
Mexico is precisely the market that corresponds to our 
concept.” The northern part of Mexico represents only a 
beginning. Casino wants to develop throughout the 
entire country, Antoine Guichard says. 


The implications of the NAFTA have not escaped Air 
France, which concluded an agreement with Aeromexico 
in November enabling it to develop its service to Amer- 
ican areas from Mexico. The two companies will coor- 
dinate their schedules, offering passengers easy point- 
to-point bookings and will undertake joint advertising 
and publicity. This alliance “wil! make it possible to 
benefit from the economic recovery resulting from the 
creation of the vast North American market.” Bernard 
Attali, president of Air France, asserts. A similar 
arrangement has been made with Air Canada. 


The discovery of Mexico is progressing with the help of 
the Mexican government, which is actively seeking Euro- 
pean and Japanese investments in order to prevent the 
country from being completely absorbed by the United 
States. Early in the century, Mexican President Porfirio 
Diaz exclaimed: “Poor Mexico—-so far from God. so 
close to the United States!” Today. 70 percent of Mex- 
ico’s foreign trade is with the United States. The Mex- 
ican Government does not want this percentage to 
increase, and it is therefore preparing to lift some restric- 
tions that still impose limits on foreign investments. 
except in such strategic sectors such as the production of 
hydrocarbons. The new law will be promulgated when 
the NAFTA becomes effective. li will apply not just to 
the North American partners. but to all countries. 


Direct French investments in Canada. on the other hand, 
declined in 1992. since companies gave priority to major 
alliances with Canadian companies. mainly with a view 
to sales on third markets. GEC Alsthom and the Cana- 
dian railroad company Bombardier. which are working 
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Mexicy is on the way to achieving its goal. 


Major Growth 


Between 1989 and 1991, the growth rate in Mexico was 
about 4 percent, the strongest in North America. Growth 
slowed beginning in 1992 as a result of the world 
recession, but it is likely that beginning in 1994, after the 
NAFTA goes into effect, there will be a new impetus. 


A Vast Market 


The NAFTA creates a trade complex larger than that of 
the EEC. In addition, it is certain to expand with ‘ne 
probable enroliment of a number of Latin American 
countries, beginning with Chile. 


The Ratification Problems 


After some hesitation at the beginning of the electoral 
campaign, Bill Clinton has come out in support of the 
NAFTA. In mid-March, Washington and Mexico will 
begin negotiations with a view to establishing separate 


States, has declared war on the NAFTA. accusing 
Mexico of “stealing jobs from the 

since he has a majority in the Congress, the President is 
likely to carry the day before the end of the year. In 
Canada as weil, the treaty is unpopular, and for the same 
reasons. Prime Minisier Brian Mulroney, the 
champion of the treaty, is in serious danger of losing the 
election scheduled to be held before the month of 
October. However, Jean Chretien’s Liberal Party, which 
has a good chance of winning power, has come ou 
favor of the treaty, but with some changes. Its ratifica- 
tion by Mexico seems assured. 
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Protests Against ‘Cheap Seafood Imports’ Turn 


AU1703154093 Paris AFP in English 1536 GMT 
17 Ma; 93 


[Text] Paris, March 17 (AFP)}—Thousands of angry 
fishermen took to the streets of France Wednesday [17 
March] and violent clashes were reported in several 
cities as protests against cheap scafood imports turned 
violent. 

A policeman was in serious condition in the south- 
western town of Bayonne after he was struck in the face 
by a signal flare fishermen set off in a running battle with 
security forces. 


Heavy fighting was reported near the prefecture (gover- 
nor’s office) in the western port of Nantes as hundreds of 
demonstrators « ‘tacked a gendarmerie cordon protecting 
the building. 


The march in Nantes by about 800 fishermen from the 
region began peacefully and a delegation was preparing 
to meet with the prefect when protestors attacked police 
barricades with projectiles, signal flares and firecrackers, 
eyewitnesses said. 


Police riposted with a barrage of teargas grenades and 
dispersed the protestors, who quickly regrouped and 
launched a fresh assault, they said. 


Fishermen armed with truncheons and using manhole 
covers as shields fought with police in the Mediterranean 
port of Marseilles, officials said, and skirmishes were 
continuing near the prefecture. 


In Nimes and Montpellier, in the south, protestors 
poured cratefuls of fish inside the main hall of a govern- 
ment office and at the gates of a food wholesaler they 
accused of selling the cheap imports. 


The biggest demonstration was so far the calmest, as 
8,000 to 10,000 fishermen and their families paraded 
through the streets of Quimper, in Brittany. 


Walking behind a coffin organizers—the Brittany Fish- 
ermen’s Survival Association and the Fishermen's 
Wives’ Association—said symbolized the death of 
fishing, the protestors marched in a silence broken only 
by the occasional burst of a firecracker. 


“Do Something, We're Sinking’ read one of the many 
banners the demonstrators bore as they marched through 
the port city, backed by farmers’ and tradesmen’s 
groups. 


Dominique Lapart, chairwoman of the Fishermen's 
Wives’ Association, warned in a speech at the start of the 
march that the demonstration was “our last peaceful 
warning to the President, the government and the tech- 
nocrats in Brussels.” 


The fishermen have been protesting for more than a 
month, mainly in the western Brittany region, against 
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cheap seafood imports from Norway, Iceland, the 
United States and Russia, and what they say is unfair 
competition from other E.C. countries. 


They first started by hampering road, rail, air and sea 


Wednesday's demonstrations were the first countrywide 
day of protest by the fishermen, who have said they will 
follow up by sending delegations to an E.C. fisheries 
ministers’ meeting in Brussels on Thursday. 


Sapin, Juppe View Economic, Monetary Policy 
Ts Paris LES ECHOS in French 3 Mar 93 
pp 2. 


' wry 
Indres) by riding the “pink tide” of 1981, is a Rocardian 
with a passion for the law. As justice minister, the former 
president of the National Assembly's Commission on 


calls the secretary general of the RPR [Rally for the 
Republic] party in his “La Tentation a Venise” [Temp- 
tation in Venice}. 

The two men agreed to be interviewed together about 
their parties’ programs and their ideas and to refrain 
from dogmatic pontification and sterile polemics. None 
of which proved a bar to candor, or to a few well-placed 


[LES ECHOS] We are going to discuss programs and 
their financing, or to be more precise the UPF [Union 
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for France] program, since the Socialists are not yet 
saying much about theirs. What do you say, Mr. Juppe, 
to those who complain you are committing yourselves to 
billions in outlays without any way to fund them except 
budget trimming or the hypothetical revenue from priva- 
tizations? 


[Juppe] | will not give you an arithmetical breakdown of 
the five-year legislative program, because our ability to 
forecast economic conditions over a five-year period is 
weak. Consequently, the choice of priorities and the 
speed of implementation will be adjusted to the pace at 
which the economy recovers. I reject all these computa- 
tions people make, since we have not itemized all the 
measures to be taken. 


It is ironic that the incumbent government tries to argue 
with our figures when its own have no credibility. The 
budget deficit authorized by Parliament for 1992 was 90 
billion French francs [Fr]. The actual deficit comes to 
Fr230 billion. For 1993, the budget was approved with a 
projected deficit of Fr169 billion. It will be over Fr300 
billion. 

Our program will entail costs, certainly, but we have 
indicated a number of ways they could be financed. First 
of all, by means of economies: I do not accept the notion 
it is impossible to cut costs in a Fri1,300 billion budget. 
We proved the contrary between 1986 and 1988. Second, 
revenue from privatizations can be a significant resource 
for paying off the national debt and financing future 
expenditures such as public housing or public works. 
Finally, our program naturally assumes that departing 
from current economic policy we will get the economy 
growing again. | was involved in this same debate. 
anchored to the same issues, in 1985. 


When I came to the Budget Ministry, the deficit was 
FriS0 billion. When I left, the operating deficit was 
Fr100 billion, and at the same time we had lowered taxes 
by Fri00 billion. 


[papin] No one is asking the opposition to put an exact 
price tag on its package of promises. But when you have 
an economic program based on three ideas—reducing 
the budget deficit, lowering certain taxes. and increasing 
outlays in a number of domains—we are at least entitled 
to some indication how all this is to be financed. If you 
can't offer one, it means the program is nothing but 2 
catalog of promises which either will have a very adverse 
impact on the budget deficit or will not be honored. All 
I ask is a minimum of consistency. Budget-cutting is 
never easy. Today, we have just found a way to finance 
the Fr20 billion needed for the social security system. 
We have managed to cut costs by Fr5 billion for the first 
quarter and have “frozen” the Fri5 billion for the 
following three quarters. That required very difficult 
arbitration. But the amount of budgctary savings 
required to finance your program is far in excess of Fr20 
billion. 

Let me turn next to privatizations. | am very shocked by 
the opposition’s proposals. First, because they carry the 
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privatization program to extremes, even further than in 
1986. For example, in 1986 no one had any idea the 
state-controlled monopolies such as EDF [French Elec- 
tric Power Company] and France Telecom would be 
opened to private sector investinent. Second, I had 
always understood that revenue from privatizaticns was 
supposed to go primarily to reducing the debt burden or 
augmenting the capital of state-controlled enterprises. It 
has become very apparent now that the privatizations 
will be used to finance the current spending entailed by 
your promises. 


[LES ECHOS] Hasn’t your government done the same 
thing by funding the jobs plan with income from trans- 
fers of stock shares? 


[Sapin] To me, earmarking revenue from privatizations 
to current spending is a bad idea. This year we invested 
a large portion of the revenue from privatizations in the 
capital of state-controlled enterprises but put some into a 
number of special programs to stimulate employment. 


But getting back t. nuw your program is to be financed, 
you say: “I don’! save to give an arithmetical bveak- 
down,” since economic recovery will bring in more 
revenue. Anyone could say that. It’s a snare and a 
delusion. There is no way your dé@isions could lead to a 
recovery sufficicat to generate Fri00 billion in addi- 
tional revenue in 1993 and 1994. 


On some points the program is vague, on others it is a 
tissue of campaign platitudes. It can only be imple- 
mented by increasing the budget deficit—-and I velieve 
any government will have to be very strict about the 
deficit—or impoxing big tax increases; otherwise, the 
promises will haw: to be abandoned. 


[Juppe] It takes a lot of nerve for someone in Mr. Sapin’s 
position to say any government will hee to be very strict 
about the budgetary deficit. Your government has 
allowed the deficit to climb from Fr90 to 300 billion in 
the space of two years, so it’s scarcely in a position to 
give lessons on the subject. 


What distinguishes us is that Mr. Sapin’s economic 
policy reflects a sense of resignation that goes some way 
toward explaining the recessionary situation in which we 
find ourselves today. He says: “We can’t do anything 
about growth.” That is not my teeling. We can prepare 
for it, encourage it, and support it in 4 number of ways 
that are incorporated into the Union's project for 
France. We have a dynamic vision. Mr. Sapin tells us our 
economic policy would be disastrous. What’s truly disas- 
trous is the situation today. What we have is no growth, 
a stagnant economy, a mushrooming budget deficit. To 
say nothing can be done to stimulate recovery is not 
quite accurate. I have also noted that Michel Rocard did 
not share Mr. Sapin’s views on the subject. 


[Sapin] For the very good reason I didn’t say nothing 
could be done! 
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[Juppe] I want to respond to a number of criticisms. Our 
privatization program—and what we mean by privatiza- 
tion is the transfer of at least 51 percent of their capital 
to the private sector—is concerned only with enterprises 
that must compete in the market. We make a complete 
distinction in our program. As for the monopolies, all we 
intend to do is open up minority stock shares to the 
private sector. The revenue from privatizations will be 
used in two ways: The largest part will be earmarked for 
retiring debt, because that is its principal purpose; sec- 
ondly, for a number of future expenditures such as the 
financing of public housing and infrastructural projects 
that entail capital outlays, especially public works. Here 
again, it’s the pot calling the kettle black, when the 
government of which Mr. Sapin is a member is using 
revenue from pseudo-privatizations to fund current 
spending—The jobs program is almost a textbook 
example! 


Finally, Mr. Sapin tells us we must “show how it works.” 
But we have done this. It is based on three factors. The 
first: a systematic drive for productivity in administra- 
tion and public spending, so that budgetary growth is 
locked io infiation, as it was between 1986 and 1988. 
That generates between Fr20-30 billion per year. The 
second factor: privatizations. I stand by that. 


{LES ECHOS] Michel Rocard has said they could gen- 
erate at most Fr10 billion this year. 


[Juppe] I have no idea whether that is true, and neither 
does he. What kind of shape will the financial markets be 
in the day after the elections? No one can say with 
assurance. I have projected a budgetary impact of Fr50 
billion over three years, which is conservative. The third 
factor is economic recovery, which increases fiscal rev- 
enue. If the economy is stagnant in 1994 and 1995, as it 
is today, there is no way our program can be realized. But 
my rationale is based on recovery and success. We have 
done a three-year simulation based on Fr1 10 billion in 
tax reductions and increased spending, to be offset by 
Fri20 to 140 billion in [new] resources. The excess can 
be used to start reducing the deficit. 


[LES ECHOS] You are looking at a three-year horizon. 
After elections, voters expect immediate action. What do 
you envision being done immediately to boost the 
economy? 


[Juppe] There is a political factor involved in the paral- 
ysis that over time has gripped our economy: the disap- 
pearance of confidence. The idea has become wide- 
spread among economic operators that this government 
is no longer able to get France out of the recession. This 
wait-and-see policy, while always somewhat in evidence 
before legislative elections, is much more pronounced 
today. 


[LES ECHOS] Isn’t that true in all the industrialized 
countries? 
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[Juppe] Yes, but let’s not exaggerate. We don’t see this in 
the United States, or in Southeast Asia, where we see a 
lot of business activity. 


{Sapin] Mr. Juppe thinks he is in Taiwan! But we are not 
living in a Taiwanese economy! Don’t try to convince 
Frenchmen they can expect the kind of growth rates we 
see in Asia! 


[Juppe] After the elections, we hope to focus particularly 
on recovery in two areas where there has been a complete 
breakdown: building and public works. We propose to 
stimulate investment in rental property through tax 
deductions, to encourage more people to become home- 
owners by augmenting the number of PAP (property 
acquisition loans), and to revitalize public rental housing 
by earmarking a portion of the revenue from privatiza- 
tion for this purpose. As for the other sector, public 
works: Right now, there are projects worth some Frl0 
billion that could be launched quickly with no imme- 
diate impact on the budget, since they could be financed 
by tolls (highways) or [increasing] the price of water. All 
these things would build confidence. 


{LES ECHOS] Mr. Sapin, whai would be your program if 
you were back in the government after the elections? 


[Juppe] In other words, tell us the opposition’s platform! 


[Sapin] I have observed—and this is one of the difficul- 
ties of the debate—that, although there is only one 
program, there are many different interpretations, 
depending on whether one listens to the RPR or UDF 
[Union for French Democracy], or someone else in the 
RPR. Regarding the deficit, who can say they would 
have done any differently if they had been governing 
France in 1992? 


[Juppe] We do! For one very specific reason: The 1992 
deficit results from a series of events that began in 1988 
when Mr. Rocard said: “We must clean up public 
spending.” If public spending between 1988 and 1991 
had not grown at more than twice the rate of inflation, 
we would not have been in that situatior: 


[Sapin] Everyone knows the deficit declined steadily in 
1©°3, 1989, and 1990! True or false? 


[Juppe] Why? Because you collected Fr300 billion in 
capital gains taxes from the preceding period! 


[Sapin}] Oh, I see, because you had accumulated a little 
stash? You have a very “Picsou” view of things. 


[Juppe] Back then, of course, you were able to reduce the 
deficit while increasing outlays steeply, since the 
economy was in a phase of rapid growth. Today, the 
reserves we left have evaporated, spending is out of 
control, and the deficit is soaring. That is the result of 
your improvidence! 


[LES ECHOS] Part of this spending was for the purpose 
of bringing the civil service pay scale up to date. Is this 
something you would not have done? 
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[Juppe] Tens of millions have been invested in public 
education, but there is no sign the system performs much 
better than before. 


{Sapin] I surmise Mr. Juppe would not have spent as 
much on education. 


[Juppe] I am saying other economies could have been 
made. 


[Sapin] Let’s get back to the 1992 deficit. What actually 
happened? Everyone knows: Aithough growth in France 
was twice that of our European partners, tax revenues 
were lower than projected, by about Fr120 billion. That 
means fewer resources for the budget. When this kind of 
thing happens, if you are running the country you must 
ask yourself some basic questions. You would face the 
same questions we did! Should we try to offset these tax 
shortfalls? By increasing tax rates? You are the first to 
say that in a recession one must avoid further erosion to 
the purchasing power of companies and households: If 
we had done that, we would have less growth. Should we 
have reduced spending? You know very well that invest- 
ment spending is always the first to go. Should we have 
done so even though public works and housing were 
having severe problems at the time? I say no. So there 
was Only one solution, which everyone uses in times of 
economic slowdown: increase the budget deficit. France 
could afford to do so because it had a much greater 
margin for maneuver than the others. All the interna- 
tional agencies advised us to utilize what the economists 
call these built-in stabilizers. We managed to come 
through with 1.8 percent growth, which is better than the 
other European countries. 


[Juppe] That’s not true. It is between 0 and 0.5 percent in 
1993. 


{Sapin] I repeat that in 1992 France had 1.8 percent 
growth. True, 1993 will be more difficult. Germany is 
again predicting negative growth for the quarter. Spain is 
in a very difficult situation, Italy as well. France is not 
going to be immune to all this, under any government. 


[Juppe] Suppose we put that to the test? This debate is 
interesting because it shows to what extent in France 
there are two completely opposed visions of economic 
policy. It is very misleading to blame the budget deficit 
solely on the economic slowdown of 1991-92. We think 
a different economic policy would have prolonged what 
we accomplished between 1986 and 1988. Not by 
reducing spending, but by controlling its growth: 2 or 3 
percent, instead of 5 to 6 percent, at all events, a much 
lower rate. Here we have a very fundamental difference: 
The Socialists think they can make things happen by 
raising public spending twice as fast as the rate of 
inflation and increasing the state’s share in the economy. 


We think what should have been done was to use a 
portion of the capital gains taxes collected, from mea- 
sures taken in the previous period (1986-1988), to ease 
the tax burden and reduce the deficit. That would have 
served as a stimulus in the current period of stagnation. 
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Because we always come back to the basic problem. Isn’t 
it true that one of the problems France faces today is the 
total cost of labor (direct wages and social welfare 
assessments), which is hurting it? You're going to tell me 
the total cost of labor here is lower than in Germany or 
other countries. Personally, I think that France is heavily 
handicapped here and that one of our tasks will be to 
reduce the total cost of labor. To do that, we must reduce 
the social welfare assessments levied on employers. 


{LES ECHOS] Mr. Sapin, do you have any ideas on ways 
to get the economy going again without expenses spiral- 
ling out of control? You told me yourself we had reached 
the limit in terms of the budget deficit. 


[Sapin] We used our margin of maneuver to support 
growth. Now we must be very vigilant again. As growth 
returns and tax revenue increases, we must again apply 
ourselves to reducing the deficit. This is only logical: The 
built-in stabilizers must work in both directions. That 
said, I am not one who thinks we should sit with our 
arms folded. We must look very closely to see which 
sectors are healthy and which are not. From an economic 
point of view, I find invidious the idea that we should 
indiscriminately reduce the overhead on all companies, 
regardless of their differences. We should target our 
action on specific sectors, particularly housing and 
public works. No one can deny they are troubled, nor can 
anyone say | have failed to take action in this domain. 


[Juppe] Do you consider the 10 percent reducticn of the 
time allowed for payment of VAT [value-added tax] a 
targeted measure? 


{Sapin] Don’t tell me you disagree with that! Sectoral 
decisions were made, and must continue to be made. For 
example, at the end of last year | authorized the major 
public-sector enterprises (EDF, highways, telecommuni- 
cations, basin authorities) to augment their investments 
under the auspices »f FDES (Economic and Social 
Development Fund) by 7.3 percent in 1993. That's 
significant. That stimulus will make itself felt over the 
course of this year. A final point: I do not think any state 
can make its decisions without consulting the others. 
When I launched the European growth initiative, | 
believe that was a step in the right direction. 


[Juppe] Two things: A 7-plus percent increase in FDES 
investment is very timid. As for the European growth 
initiative, the mountain has given birth to a mouse. 


[LES ECHOS] On that point, are you prepared to turn 
the European growth initiative to good account? 


[Juppe] We are straying a bit from economics here and 
getting more into the political domain. What I think is 
that we must smooth things out with the Germans 
politically, clear up the problems that have crept into the 
relations between our countries since 1989, in order to 
give fresh impetus to Europeanism. We have seen that 
Mr. Sapin is an advocate of targeted measures. It's true 
there is something of a philosophical difference there. 
Personally, | tend to favor measures of more general 
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applicability. I think they are less interventionist and 
more efficacious. But when I hear people say that what's 
happening in the United States proves that programs to 
reduce taxes and welfare overhead are obsolete, I find 
that a very curious argument. Our situation is radically 
different from that obtaining in the United States. Con- 
sidering the weight of mandatory withholdings and the 
budget deficit, we are in almost the worst situation of any 
industrialized country. Inasmuch as ours is far greater 
than the others, ours must come down. The United 
States, starting from a very low level, clearly has a lot of 
headroom. 


[LES ECHOS] Some people—in the center or the RPR, 
for example—are saying it will be very hard to avoid a 
tax increase, or a special levy, either a CSG [general 
social assessment] or something else.... 


[Juppe}] We must distinguish carefully here: There are 
people who do not subscribe to the platform. Those who 
do subscribe all agree on the objective of reducing 
assessments, but there is still one question: How much 
real margin for maneuver will there be in the month of 
April? Where will the social security deficit stand? We 
will do everything we can to avoid an increase in CSG, 
but at this point we cannot promise that we will not be 
forced to take some exceptional measures to raise new 
revenu., to protect the solvency of the social protection 
systems without sacrificing our medium-term objectives. 


{LES ECHOS] Along the same lines, are there commit- 
ments in your platform which you will postpone to a 
more propitious time if budgetary constraints turn out to 
be too tight? 


[Juppe] The top priority is measures to stimulate the 
economy. We must stimulate construction and public 
works right away, and we cannot afford to delay action 
on reducing social overhead, which is to be offset among 
other things by an augmentation of training outlays in 
industry. On the other hand, implementation of some- 
thing like the “free choice allowance” for mothers can be 
postponed until the economy picks up again. 


[Sapin] I note that Mr. Juppe, choosing his words very 
carefully, has just said essentially that he would increase 
the CSG and that many of the promises in his program 
would have to be dropped. 


(Juppe] Mr. Sapin, can you make a firm commitment. 
here and now, that you would not increase the CSG. if by 
some miracle your party were returned to power? 


[Sapin] Certainly not! You're the one who has promised 
not to augment taxes and assessments. 


[Juppe] I have promised over a five-year period to lower 
taxes and assessments. and over a five-year period it will 
be done. That said, we will be starting out with such a 
burdensome legacy that it is noi certain we can afford to 
begin reducing them in April of this year! 
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[Sapin] Well, we have both resorted to the legacy dodge! 
It’s not worth starting that again. It won't buy you more 
than six months! 


[Juppe] That’s why we are saying right now that it will 
take more than six months to straighten things out! 


[Sapin] I would like to turn to a point on which we are in 
agreement: the franc. Defense of the franc is something 
that is in the interest of the French economy, both now 
and in the future. I am very pleased the opposition seems 
now to have put an end to its noisy divisions on this 
subject and taken a position clearly in favor of monetary 
stability. I simply regret—as do you, I believe—that 
certain people continue saying things that unsettle the 
[currency] markets. It is costing our country dearly, and 
it is one of the principal causes of the high short-term 
interest rates. 


[Juppe] Two economic policy objectives stand out very 
clearly in my view: currency stability and price stability. 
We will not yield to siren songs about how devaluation 
will improve the competitiveness of the French economy 
or how a bit of inflation would lighten the debt burden. 
Both these arguments are very short-sighted. On the 
other hand, I differ from Mr. Sapin in my analysis of the 
current situation. It is true that our inflation is just about 
the lowest of any industrialized country and that external 
trade is doing well enough. The fundamental elements of 
the economy are in relatively good shape. Why, then, do 
we have nearly the highest interest rates in Europe, 
higher certainly than those in Germany? In my opinion, 
there are two reasons: first, lack of confidence. From that 
point of view, the statements made by some politicians 
have a devastating effect, this is true. The harsh verdict 
of the markets on our economy's virtually nonexistent 
prospects for growth is a factor pushing in the same 
direction. 


But there is something else: When the state borrows 
Fr200-300 billion on the financial market each year to 
cover its budget deficit, as in 1992 and 1993, it siphons 
up almost all the available savings. This maximizes 
upward pressure on interest rates. I think a policy of 
reducing the budget deficit will ease the pressure on 
interest rates. 


[Sapin] Fortunately, France’s budget deficit is mostly 
financed by long-term borrowing. Long-term rates are 
continuing to drop and are the lowest they have been in 
20 years. The fact that short-term rates are very high has 
nothing to do with the budget deficit. Short-term rates 
are too high because we had to fight and win two 
monetary battles. Today, there is a political uncertainty. 
I hope this political risk “surcharge” will disappear. Let 
me finish what I have to say on this point. The economic 
situation you are describing is fundamentally sound.... 


[Juppe} I find this desperate search for consensus suspi- 
cious! 


[Sapin] The currency and the financial markets reflect 
that judgment. You yourself must recognize it. 
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[Juppe] Absolutely not. You must be blind to say the 
economic situation is good at a time when we are moving 
toward zero growth and when unemployment has passed 
the 3-million mark. The economic situation today is 
disastrous, despite the positive statistics in a few areas 
such as foreign trade. 


[Sapin} We have increased our export market shares. 


[Juppe] But no one is investing anymore. So we are 
importing less industrial equipment. Moreover, it is a bit 
simplistic to say the franc is strong, if its strength is based 
on prohibitively high interest rates. The French economy 
is not in good shape. We must change people’s mind-sets, 
create a psychological shock, because you don’t have any 
credibility left. 


{[Sapin] You are totally ignoring the impact of the global 
recession. 


Two Military Surveillance Systems Launched 


PM1703125493 Paris LE MONDE in French 
11 Mar 93 p26 


[Unattributed report: “Mr. Joxe Has Launched Two 
Strategic Intelligence Programs”} 


[Text] A few days before his departure from the govern- 
ment, Defense Minister Pierre Joxe has decided to 
launch the development of two major arms projects that 
stem from France’s need to have a means of conducting 
surveillance of military operations. These are the “Hori- 
zon” and “Sarigue-NG” programs, the launch of which 
was ordered by the defense minister on 5 March. 


The “Horizon” program relates to the development of 
four Super-Puma helicopters in the form of two proto- 
types and two manufactured units, to be delivered 
between 19°5 and 1997, equipped with Doppler radar 
with a range of 150 km and intended for the detection, 
identification, and localization of convoys on the battle- 
field and of enemy helicopters at low altitude. The 
Eurocopter consortium is in charge of this project and 
various companies (Dassault Electronique, LCTAR. 
Thomson, and Matra) are subcontractors. 


“Horizon” has been presented in the United States and 
it already seems that enterprises like Grumann and 
Sikorsky are expressing interest in the design of a zone 
surveillance helicopter. According to a parliamentary 
document, the cost of the program is estimated to be 860 
million francs [Fr]. 


In addition, the Sarigue-NG (new generation) program 
relates to the installation on a French air force plane of 
an electromagnetic search system for strategic intelli- 
gence gathering. This intercontinental planc. of the DC-8 
type, could carry out search missions of an operational 
and technical nature lasting around 10 hours. 


The Industrial Aeronautical Workshop in Clermont- 
Ferrand and the UTA-Industrie Company will be given 
the task of modifying the plane, whilc the overall control 
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of the system will be entrusted to Thomson-CSF. The 
plane should be in service at the end of this century. 
According to the same parliamentary document, the cost 
of the Sarigue-NG is assessed at Fr1.28 billion. There is 
no provision for international cooperation on such a 


program. 


Submarines To Carry Multiple-Warhead Missiles 


93ES0446A Paris LE MONDE in French 17 Feb 93 
p12 


[Article: “*All French Submarines Henceforth To Carry 
Multiple-Warhead Missiles”) 


[Text] Before the end of this week, the strategic missile 
submarine “Foudroyant” will be in active service with 
the Strategic Oceanic Force (FOST). Thus, all five of the 
French submarines in this class will be identically armed, 
able to launch 16 M-4 sea-to-ground missiles each car- 
rying up to six 150-kiloton thermonuclear warheads, 
which have seven times the power of the Hiroshima 
bomb. In the past, each of the submarines, like the 
“Redoutable” now retired from active service, carried 
16 single-warhead M-20s. 


Foudroyant has undergone refitting in the last 30 months 
to enable it to carry M-4s and to modernize its naviga- 
tion systems to match those on the submarine “Inflexi- 
ble,” the first of the new series. Before week's end, it will 
join the FOST at Ile-Longue (in the roads at Brest) and 
the four other submarines (“Terrible,” “Indomptable,” 
“Tonnant,” and Inflexible) already armed with the M-4 
missile. According to an official classified report, the 
missiles cost 14.5 billion French francs [Fr] to develop. 


Depending on the month, France keeps two or three of 
the submarines in this fleet on constant patrol. If the 
international situation were to deteriorate, it could put a 
fourth submarine out to sea within three days on orders 
from the president. On a rotating basis, a fifth submarine 
is kept at the Ile-Longue base for periodic maintenance. 


A new-generation submarine, the “Triom ‘hant” class, 
will be operational by mid-1995. With heavier displace- 
ment than its predecessors and engineered to be quieter, 
it will carry 16 M-45 missiles. These are superior to the 
M-4s, in part because they carry electronic countermea- 
sures and devices to assist penetration of enemy 
defenses. The cost of developing and producing the M-45 
is estimated at Fr4.2 billion. To replace the Inflexible- 
class submarines, France plans to deploy four Triom- 
phant-class vessels between 1995 and 2005. In the 21st 
century, the M-45 missiles are to be replaced in turn by 
M-5 missiles with a range between 8-9,000 km. 


According to the official classified Defense Ministry 
report, the four Triomphant-class submarines to be put 
in service by 2005 will cost an estimated Fr81.5 billion, 
the M-5 missiles Fr38.6 billion. 
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Constitutional Reform Proposals Published 
93ES0428A Paris LE MONDE in French 17 Feb 93 p 8 


[Article by Th. B: “A Better Defined Executive, a More 
Active Parliament, a More Involved Citizen”’] 


[Text] Proposals of the Consultative Committee for 
amending the constitution. 


Francois Mitterrand had pledged to “equalize” the insti- 
tutions before leaving office. He has waited for the 
arrival of a second cohabitation to begin a process that 
will perhaps enable him to keep his promise. On 30 
November 1992, the president of the Republic made 
public the constitutional reform proposals which he had 
submitted that very same day to the presidents of the 
National Assembly, the Senate and the Constitutional 
Council. The following 2 December, the Council of 
Ministers founded a Consultative Committee for 
amending the Constitution and appointed its 16 mem- 
bers. Chaired by Georges Vedel, it included Marceau 
Long, vice-president of the Council of State, Pierre Dray, 
first president of the Supreme Court of Appeal, Guy 
Braibant and Mrs. Suzanne Grevisse, members of the 
Council of State, seven university professors (Jean 
Claude Colliard, Mrs. Mireille Delmas-Marty, Olivier 
Duhamel, Louis Favoreu, Alain Lancelot, Francois 
Luchaire, and Didier Maus), three qualified personali- 
ties (Pierre Mauroy, Daniel Soulez-Lariviere, and Pierre 
Sudreau) and its rapporteur general Mrs. Marie Fran- 
coise Bechtel, the rapporteur of the Council of State. 


This committee had until 15 February “to render an 
opinion” concerning the president of the Republic's 
proposal® and “to formulate all the recommendations it 
will deem useful for reshaping the institutions of the 
Fifth Republic.** Therefore, on Monday 15 February, it 
submitted its report to Mitterrand during a final 
meeting. This report was published in LE JOURNAL 
OFFICIEL dated 16 February. Under the president of 
the Republic’s authority, the government will now draft 
a bill amending the Constitution. Once it has been 
reviewed by the Council of State and approved by the 
Council of Ministers, it should be submitted to the 
Senate so as to retain its legality once the authority of the 
present National Assembly has ended. But, constitution- 
ally, in order to obtain its being discussed during the next 
legislative session, Mitterrand will need the cooperation 
of the future prime minister. 


The report of the Consultative Committee for amending 
the Constitution specified from the onset that its mission 
“did not include challenging either the general structure 
or the spirit of our institutions.” Thus. it refused to 
“choose” between the two possible interpretations of the 
1958 Constitution (parliamentary or presidential 
regime?), wanting neither to “re-interpret™ it nor to 
“re-invent” it. Stressing that it had no decisive authority, 
it nonetheless was resolved to submit its proposals in the 
“form of assumed articles of the amended Constitution” 
and to put them to a vote when, despite “a desire for 
agreement.” opinions were divided. It added that its 
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work had a general “coherence,” its recommendations 
being a “combination more than a simple add-on.” It 
regrouped them under three subjects, which sometimes 
straddle each other: A “better defined executive,” a 
“more active Parliament,” and a “more involved citi- 
zen.” 


Length of the Presidential Mandate 


- The Committee has been unable to reach a decision on 
this issue despite a series of votes. At the end of the 
discussion there were: 10 votes for a seven-year term and 
six votes for a five-year term; seven votes for a renewable 
seven-year term, six votes against, and three abstentions; 
and three votes for the six-year term, eight against, and 
five abstentions. The supporters of the five-year man- 
date have emphasized that it made “more bearable” the 
president of the Republic’s “cumulative effect of 
authority and irresponsibility,” and that it protected 
“the election of an active president rather than the 
nonpolitical election of a mediating president.” Con- 
versely, those supporting a seven-year mandate argued 
that the “symbolic force” of the chief of state’s “medi- 
ating function” was not to be “underestimated.” 


The majority of committee members also reject the 
interdiction to renew a mandate, which deprives “the 
sovereign people” of its right, the more so as the Com- 
mittee seems to find it impossible to admit that, “in any 
case,” the president of the Republic “would be exempted 
from accounting for his actions at the end of his man- 
date.” Neither does it favor the coincidence of presiden- 
tial and parliamentary mandates. All of that leads to the 
“status quo.” 


Special Powers 


- Mitterrand had invited the Committee to “consider the 
Organizational procedures of the public authorities in 
case of a serious crisis.” In fact, the Committee has not 
challenged the president of the Republic's powers fixed, 
in this case, in Article 16 of the Constitution. It simply 
entrusts the. Constitutional Council with “verifying that 
the conditions required by the application of this article 
are no longer being met.” But it would do so upon either 
the chief of state’s request or the “joint” request of the 
presidents of the Senate and of the National Assembly 
“to prevent the possibility of an abusive exercise of that 
power due to too long a duration.” The Council would 
also set the final application of each of the measures 
taken by the chief of state by virtue of this article. 


Reserved Sector 


- The Consultative Committee begins by noting that “the 
respective functions of the two people responsible for the 
executive have not caused a crisis in the regime.” Con- 
sequently, it sought “clarification” only “when it seemed 
truly useful.” Thus, it notices that, for “foreign policy 
and national defense, presidential preeminence camiot 
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be contested despite certain imperfections in the texts.” 
Therefore, the “great majority” of its members do not 
want to reconsider a “30-year tradition” which, in these 
two sectors, “leads to the affirmation of the president's 
primacy, expressed in the conception and definition of 
objectives, while the government is responsible before 
the Parliament for both defense policy and the conduct 
of foreign policy.” 


As for diplomacy, the Committee does not deem “slight 
constitutional alterations” useful so great is its belief that 
it involves a constant tradition, the president of the 
Republic benefiting “from a privileged authority in this 
sector.” It also notes “the preeminence of the president 
of the Republic, head of the Armed Forces, in charge of 
the broad trends of national defense.” But, in order to 
clarify this area, it proposes that the Constitution no 
longer indicate that the prime minister is “responsible 
for national defense” but indicate simply that he is 
responsible for “the organization of the national 
defense.” Likewise, and contrary to what it suggests for 
civilian jobs, it is the chief of state who would appoint all 
officers, having simply the possibility of delegating this 
power to the prime minister under conditions set by a 
law. 


Statutory Power 


- Under the terms of Article 2) of the present Constitu- 
tion, this power belongs to the chief of the government, 
the president of the Republic having only to sign decrees 
decided in the Council of Ministers. But there is an 
increasing number of these, either because it is required 
by law or, above all, because, for reasons of political 
opportunity, there is a desire to give prestige to the 
passage of a text. Now, the present jurisprudence 
requires that a text signed by the chief of state can only 
be amended by a text taken in identical forms. There- 
fore, this procedure has a certain irreversibility which 
the Committee judges contrary to the spirit of the 
institutions. It therefore proposes to end the mandatory 
parallelism of procedures, which will reduce the number 
of text having to be signed by the chief of state. 


Civil Service Appointments 


- Article 13 of the Constitution gives the president of the 
Republic the overall authority to appoint civilian and 
military jobs. He cannot really exercise this 2uthority. 
but it gives him a power of “appeal” contradictory to 
Article 20, which makes the prime minister the chief of 
the administration. 


The Committee proposes that, for civilian jobs. this 
overall authority be transferred to the chief of the 
government, the chief of state keeping this right only for 
jobs provided for in the Council of Ministers by virtue of 
the Constitution or of an organic law: appointments on 
which he could act outside the Council would be deter- 
mined by law. 








“4 FRANCE 


The End of “Acting Officers” 
The Government's Responsibility 


- The 1958 text does not formally compel a new govern- 
ment, once nominated by the president of the Republic, 
to solicit a vote of confidence from the National 
Assembly. Yet the Committee deems it “useful and 
timely” to have an “initial verification of the majority 
contract.” It ensures that, “without cutting later into the 
president's prerogatives,” this “can lead to changing 
substantially the relations between the government and 
Parliament” and that, “in the absence of such a majority, 
the immediate seeking of a vote of confidence merely 
anticipates the negotiations which, in any case, will not 
fail to occur.” It adds that “this control of the presiden- 
tial choice is of a nature to strengthen both the overall 
powers of Parliament and the prime minister's authority 
and clearly shows the expanded role which it must play 
in the institutional balance.” 


Hence, the proposal that, “within 15 days following his 
nomination, the prime minister pledges the govern- 
ment’s responsibility before the National Assembly,” the 
Parliament being convened in an extraordinary session, 
if deemed necessary. 


On the other hand, the Committee does not deem it 
possible to limit the use of Article 49, Paragraph 3, of the 
Constitution, which allows the prime minister to 
demand approval of one of its projects if the Assembly 
refuses to reverse the article. It believes that all the 
criteria reducing the possibilities of its use would lead 
“to an excessive paralysis of the system.” It simply 
proposes for the Constitution to specify that the prime 
minister can only have recourse to it if he thinks that the 
text under discussion is “necessary for the execution of 
his program.” The Committee even suggests that it can 
be utilized to prevent the vote of a bill of parliamentary 
origin. 

The Status of the Ministers 


- The Committee considers that “it is generally believed 
that the firm refusal to allow a plurality of mandates, as 
parliamentarian and member of the government, (...) 
was not successful.” It is therefore considering once 
again the reform proposal that Valery Giscard d’Estaing, 
then president of the Republic, submitted in 1974: Six 
months after leaving the government, the ministers 
would take back their seat in Parliament, their acting 
officers having to step down. 


On the other hand, it forbids, as is the case for deputies 
and senators, the holding of more than one local man- 
date, or even the mayoralty or chairmanship of a 
regional or general council, for this has become a “full 
time occupation” since the decentralization. 


The High Court 


- The committee is reconsidering all the criticism 
directed against this institution, “the seisin of which is 
likely to obey considerations that are more political than 
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juridical and judicial.” However, it thinks that the 
“standardization” of the procedures affecting a minister 
is likely “to paralyze the running of the state.” It there- 
fore thinks that “the nature of the governmental action 
makes it necessary to create a jurisdiction which is close 
to standard jurisdictions but is nonetheless specific.” It 
therefore proposes to keep the High Court's current 
system for the exclusive cases of “high treason” of the 
president of the Republic. For the ministers, the com- 
plaints would be addressed to the attorney general before 
the Supreme Court of Appeal, which, after an investiga- 
tion, would transfer them to a preliminary investigation 
commission made up of five examining magistrates 
attached to this Court; the sentencing authority, called 
the “Court of Justice,” would be presided over by the 
first president of the Supreme Court of Appeal and 
would include two other members of that Court as well 
as eight parliamentarians; the usual penal regulations 
would be applicable without the possibility of instituting 
a civil action, and there would be an appeal procedure 
before the Supreme Court of Appeal itself “in order to 
ensure the respect of France's international commit- 
ments.” 


The Powers of Parliament 


- The present Constitution defines the powers of the 
president of the Republic and of the government in 
articles of principles. It does not do so for Parliament. 
The Committee therefore proposes to write that “it votes 
on the law. It assesses the results. It controls the activity 
of the government.” On the other hand, contrary to 
Mitterrand’s wish, it is not possible for Parliament to 
vote on the nation’s social budget so as not to break the 
“balance which, in the management of social security, 
has been established among the powers of the legislator, 
the government, and the social partners.” It simply 
suggests an annual debate around a government report 
“on the estimated accounts of the basic mandatory social 
security schemes.” 


Ratification of Treaties 


- In order to increase the role of Parliament in diplo- 
matic matters, the Committee asks that “the reserva- 
tions and statements expressed by the government at the 
end of the international negotiation be appended to the 
treaties when there is a vote to authorize their ratifica- 
tion. In the same vein, any military intervention outside 
the territory of the Republic should be the subject, 
within eight days, of a governmental announcement, 
followed by a debate in Parliament. 


Legislative Procedure 


- In order “to better balance” parliamentary work, the 
Committee proposes to replace the two annual sessions 
by a single one, from October to June, but with a 
maximum of | 50 days in session (or a little more than at 
present), except upon request of the government. It also 
suggests that a weekly session be set aside for an agenda 
chosen by the assemblies themselves for the purpose of 
either discussing draft bills or proposals, questioning the 
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government, or debating, leaving to the deputies and 
senators the initiative for the debate. In order to 
strengthen their power, the equally represented joint 
commissions would no longer be convened upon the sole 
initiative of the prime minister, but they could also be 
convened upon the joint initiative of the presidents of 
both chambers; furthermore, the government would no 
longer be able to propose amendments to an agreement 
concluded in these commissions. In order to end “an 
unfortunate practice,” the government should likewise 
submit to the Council of State, before the opening of a 
debate, all the amendments which it presents. 


On the other end, the Committee was not able to get the 
commissions alone to approve certain legislative texts, 
contrarily to what Mitterrand was expecting. But it 
proposes to change the number of permanent commis- 
sions from six to eight, one of which will be assigned to 
European issues, although this solution was rejected by 
both the Senate and the National Assembly during the 
revision preceding the ratification of the Maastricht 
Treaty. 


Controlling Power 


- The constitutionalization of the parliamentary investi- 
gation commissions is desired by the Committee, which 
also asks that their creation be allowed upon the sole 
initiative of the opposition. It also desires that they be 
allowed to investigate the dossiers submitted to the 
judiciary without having “to make a decision on the 
personal responsibilities incurred,” for the “result” of 
the present interdiction “could be to leave a clear field to 
the media.” 


Refusal to Allow a Plurality of Mandates 


- The Committee noted that “the decentralization and 
the new balances, which it created or strengthened, no 
longer justify adding powers of a local or national nature 
as local powers are often considerable.” It therefore 
requests that deputies no longer be allowed to also be 
presidents of a regional or general council or mayors of a 
commune having more than 20,000 inhabitants. 


Electoral Laws 


- As desired by the commission on the reform of the 
legislative vote procedure, also chaired by Vedel, the 
Committee recommends that “the basic elements of the 
voting procedure” and “the criteria which should pre- 
side over the division of the districts into wards” can 
only be approved by the two-thirds majority of the 
National Assembly, such a reform having “obviously to 
be applicable also to the Senate.” 


Independence of the Magistracy 


- This notion would replace that of “judiciary authority.” 
It would be guaranteed by the president of the Republic, 
assisted by a Higher Council of the Magistracy, the 
vice-president of which (it is currently the minister of 
justice) he would appoint, without the possibility of 
appealing his decision, and which would also include 
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five elected magistrates and four personalities nomi- 
nated by the presidents of the chambers, the Constitu- 
tional Council and the Council of State. The Constitu- 
tion would make official the existence of “court 
magistrates,” an organic law clarifying “the conditions 
of th~ minister of justice's intervention in the exercise of 
the , sblic ministry” in order to guarantee “an equal 
application of the law.” The Higher Council of the 
Magistracy would nominate judges others than the mem- 
bers of the Supreme Court of Appeal and the first 
presidents of the court of appeal, whose appointments it 
would only submit as proposals to the president of the 
Republic. It could also receive “all indictments and 
grievances pertaining to the working of justice.” Finally, 
it could prepare an annual public report. 


A Minority-Initiated Referendum 
New Rights 


- The committee proposes to record in the Constitution 
that “each person is entitled to the respect of his private 
life and to the dignity of his person.” Reticent over the 
creation of independent authority, it makes two excep- 
tions: the “mediator of the Republic,” and an indepen- 
dent organization entrusted with watching, “in the 
audiovisual communications sector,” over “the freedom 
and pluralism of the communications sector,” which 
“are the essential conditions of democracy.” In order to 
increase the role of the parties, it recommends the 
constitutionalization of “the principle of a financial 
transparency for electoral campaigns and party activi- 
ties,” but it requests that it be specified that the parties 
“must respect the principles of national sovereignty and 
democracy as well as the laws of the Republic.” As hoped 
for by Mitterrand, the Committee assumes the responsi- 
bility for the constitutional amendment, which had 
failed because of the Senate. Ordinary men are now 
allowed to complain to the Constitutional Council about 
the manner in which a law, judged contrary to their 
fundamental rights, is applied to them. This increase in 
the powers of the Council leads the Committee to 
propose that the former presidents of the Republic cease 
to be members by right and that its members no longer 
be allowed to fill elective mandates. 


Expansion of the Referendum Scope 


- As Mitterrand had already done in 1984, the Com- 
mittee proposes that the president of the Republic be 
allowed to submit to a referendum draft bills pertaining 
to “the basic guarantees of public freedoms.” But it adds 
that this vote would take place only after the Constitu- 
tional Committee had verified the bill’s conformity to 
both the Constitution and France's international agree- 
ments, since a law cannot go against a treaty. But as a 
consequence of this control, the referendum of Article || 
can no longer serve to modify the Constitution. The 
Committee emphasizes this point by insisting that it is 
possible only if the change in the reform procedure, 
which it proposed in another connection, is retained. 
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Going beyond Mitterrand's wishes, the Committee pro- 
poses the creation of a “munority-initiated referendum,” 
which it believes possible owing to “the maturity of 
French democracy.” In order not “to take away national 
representation,” the initial initiative would fall on one- 
fifth of the Parliament's members on an issue similar to 
those that the president of the Republic can submit to 
the voter's direct suffrage. After a declaration of confor- 
mity by the Constitutional Council, this initiative should 
be supported by a petition signed by one-tenth of the 
registered voters. If the bill thus drawn is not passed by 
Parliament within four months, it is submitted to a 
referendum. 


Updating the Constitution 


- The disappearance of the Community which France 
had created with its former colonies in 1958 has ren- 
dered obsolete entire sections of the Constitution, 
leading the Committee to draw conclusions. Thus, it 
proposes that the first article no longer refer to this 
Community, but indicate: “The French Republic partic- 
ipates in the construction of Europe and contributes with 
all the peoples of the world to the efforts of the United 
Nations on behalf of development and peace.” 


Recognizing the decentralization, the Committee ranks 
the regions equal to the territorial communities of the 
Republic, but it draws attention to “a troublesome 
situation characterized by the confusion of powers and 
the shortage of control over the territorial communities’ 
legality.” On the other hand, it makes it possible to 
create a Single Overseas Departmental-Regional 
Assembly, which the Constitutional Council had prohib- 
ited by virtue of the present Constitution. 


Constitutional Revision Procedures 


- The Committee believes that they must be eased, for, 
“if the basic agreement must be more difficult to amend 
than the standard legislation, its inflexibility must not go 
as far as allowing the indeterminate deadlock of the 
institutions.” This seems even more imperative to the 
Committee as the Constitutional Council strictly 
watches its being respected. Thus, while accepting the 
1958 principle that gives powers to the National 
Assembly and the Senate, contrarily to the standard 
legislative procedure, it believes that this does not imply 
“a right of veto” for each of the two Chambers. Yet this 
is currently the case since, in the procedure of Article 89, 
the president of the Republic can submit to a referendum 
or to Congress (a joint meeting of the Assembly and of 
the Senate) a constitutional revision draft or proposal 
only if it has been previously passed “in identical terms” 
by each of the two Chambers of Parliament. 


When it comes to constitutional revision, it is advisable 
for the committee to strike a balance among the chief of 
state, the two chambers, and the nation. Hence its 
proposal: “When the draft or the proposal has not been 
passed in identical terms following two readings by each 
assembly, the president of the Republic can submit to a 
referendum the text passed with a three-fifths majority 
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of the votes cast by one or the other of the assemblies.” 
This is in fact equivalent, if a large majority emerges in 
the National Assembly, to the voters to over- 
come a veto by the Senate. For the Consultative Com- 
mittee chaired by Vedel, it is the counterpart to prohib- 
iting a constitutional amendment without the 
intervention of Parliament, as General de Gaulle had 
done when he caused the election of the president of the 
Republic by direct universal suffrage to be decided by 
referendum. 


[Box, p 8] 


The Application of Article 49-1 


The pledge of a new government's responsibility on the 
basis of a program or, if necessary, of a general policy 
statement, as provided by Article 49-1, has been the 
subject of different interpretations. On 16 January 1959, 
when Michel Debre was prime minister, he acknowl- 
edged before the deputies that “it is not expressly stated” 
that a new prime minister be compelled to verify his 
legitimacy before Parliament. “Bui,” he added, “the 
spirit of the Constitution is clear: When a government is 
nominated, it comes before the two Assemblies and it 
explains its program to the one elected by direct uni- 
versal suffrage and asks for its approval.” 


On 13 April 1966, Georges Pompidou rejected this 
meaning by asserting than nothing compelled the new 
government, which had been constituted by the presi- 
dent of the Republic now elected by universal suffrage. 
to solicit the endorsement of Parliament. He declared: 
“In fact, the letter and spirit of the 1948 Constitution 
require that the government be entirely free to ask or not 
a vote of confidence, and that it is preferably left to the 
National Assembly to bring into play ministerial respon- 
sibility,” by a motion of censure. 


Taking into account this difference of approach and the 
new factor introduced in 1988 by the absence of an 
absolute majority in the National Assembly, an almost 
essential condition of the pledge of responsibility 
according to Paragraph | of Article 49, assessing the 
observance of this provision is mitigated. 


Of the 23 governments which Didier Maus recorded in 
the book which he devoted to the important texts per- 
taining to the institutional practice of the Fifth Republic, 
12 were satisfied with a statement of general policy 
without requesting approval for it. Moreover, in three 
cases—the third Messmer government (27 February-27 
April 1974), the first Mauroy government (21 May-22 
June 1981), and the first Rocard government—it had 
been impossible, for material reasons, for the incumbent 
prime minister to introduce himself to the National 
Assembly. which, in the first case, had not convened and 
in the last two had been dissolved. On the other hand, 
shortly aficr taking office, 11 governments requested the 
deputics’ confidence. 


—Gilles Paris 
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Possible Privatization of France Telecom Noted 


93ES0457A Paris LA TRIBUNE DESFOSSES in 
French 15 Feb 93 pp 2-3 


[Article by Marc Nexon, Francois Roche, and Colette 
Menguy: “France Telecom: The Test Privatization 
Case”’] 

[Text] Everyone is talking about it, but no one really 
knows what to think. With the legislative elections six 
weeks away, the privatization of France Telecom has 
already become a “learning experience.” The angry 
statements made by opposition leaders six months ago in 
favor of opening up the capital of the public operator 
have yielded to softer positions. “France Telecom is not 
one of the priorities. In any case, this operation will have 
to be the subject of consensus within the establishment.” 
And who is the author of these statements? Paul Mentre, 
president of the Economic Commission of the UDF 
{Union for French Democracy]. The inclusion of France 
Telecom on the list of companies subject to privatization 
is provoking some fears. 


Danger of Social Explosion 


“Let us make haste slowly.” This is the new motto of the 
opposition, which will doubtless be called upon to take 
command of the country in April, with regard to this 
issue. Why this retreat? There is a real risk of a social 
explosion if the privatization, even partial (to the extent 
of 15 or 20 percent), of France Telecom is initiated. ““The 
government is sure to bring 50,000 citizens down into 
the streets,” one expert notes. This would provoke the 
trade unions, which are greatly feared by the current 
Opposition, to raise their shields. This fear is so strong 
that great care is being taken to avoid mention of any 
change whatsoever in the status of the personnel. “‘If this 
opening up of capital takes place, the status of the 
employees will not change,” Paul Mentre says flatly. 
Now, under such conditions, what is the reason for 
privatization? Gerard Longuet, a former PTT [Posts, 
Telegraph, and Telephone] minister, and president of 
the Republican Party, puts forth four reasons. One is to 
involve France Telecom more fully in competition, and 
another is to loosen the ties with the state, which has to 
date been too much tempted to drain off the operator's 
liquidity. Next, to give France Telecom the means of 
establishing the partnerships required by the technolog- 
ical revolution. And, finally, the French operator, esti- 
mated to be worth nearly 200 billion, would, if partially 
privatized, contribute to filling the state kitty properly. 
BT [British Telecom, ATT, and other powerful Anglo- 
Saxon operators are free to become stockholders in 
France Telecom. There is, however, one condition. The 
public authority would continue to hold the majority of 
this operator's capital. So much for the arrangement. 
The schedule, for its part, remains very uncertain. 
“Because of the importance of what is at stake and the 
procedural difficulties of the procedure, it is for all 
intents and purposes unlikely that this operation will 
begin prior to 1995,” Elie Cohen, the research director at 
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the CNRS [National Council for Scientific Research] 
believes. It remains to be seen whether France Telecom 
will be outrun by the accelerated opening up of the 
European telecommunications market. Even if Brussels 
seems in less of a hurry today to liberate voice-telephone 
systems, the path has been marked out. If open to private 
capital, France Telecom would have a free hand to face 
up to its competitors. Feelings are divided within the 
company. “One thing is sure, and that is that people are 
concerned and are talking of nothing else,” one official 
says. The management team is showing no hostility 
toward the proposal, but remains cautious. The recent 
tapping of the company’s funds by the state to sustain an 
ailing electronics industry would even suggest that a 
break is necessary. If the amendment to the bylaws in 
January of 1991 that made France Telecom a public 
enterprise failed to make the state more virtuous, why 
not take a further step? This is the question currently 
being asked by “the body of telecommunications com- 
panies.”” While the debate is far from ended, it will have 
done some good. The privatization of France Telecom is 
no longer a taboo subject. 


The British Test Case 


The privatization of British Telecom, which is often 
cited by way of example by those who advocate opening 
up the capital of France Telecom, dates back to 1984. 
But it was not achieved overnight. 


It took the British government eight years to cast off the 
moorings of this steamer carrying | 70,000 passengers. In 
November, it surrendered to the public a portion made 
up of 21.8 percent of the stocks it still held in the group. 
The transaction came to a total of 44 billion francs. This 
operation followed transfers or two other segments in 
1984 and 1991. Subsequent to that experience, the 
number of candidates for privatization in Europe has 
been steadily increasing. Germany, The Netherlands. 
Denmark, Hungary, and Greece have each in turn indi- 
cated a desire to share their capital with private stock- 
holders. This operation in Great Britain drastically 
changed the profile of the operating enterprise. Reduced 
in size (32,000 jobs eliminated last year) and extremely 
profitable (30 billion francs, before taxes). British Tele- 
com, which has been renamed BT, is now one of the 
most aggressive European operators on the international 
scene. On the domestic level. this privatization has 
produced contrasting effects. Businesses have profited 
greatly from the introduction of competition and the 
reduction in telephone rates. Private individuals, on the 
other hand, have suffered from rate increases. However, 
BT has not completed its metamorphosis. It still remains 
for this firm to improve its productivity, or it will have to 
pay the price of a massive loss of customers. 


Difficult Debate on Method 


Where the privatizations are concerned, the opposition 
faces a much more difficult issue in 1993 than was the 
case in 1986. 
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In the intervening seven years, economic, and financial 
conditions have changed. And so has the situation of the 
enterprises. 

This is the reason that some hesitation develops when it 
comes to determining how to proceed. The Union for 
France proposal is at least clear on two points. All of the 
enterprises in the public sector, whether competitive or 
not, are involved. 

The future stockholders’ bodies should be made up of 
stable groups in which foreign capital will be invited to 
participate. These principles having been established, 
two main questions remain. 

1. What logic will be the basis for the drafting of the list 
of the first companies to be privatized? 


In the circles close to those who perfected the “plat- 
form,” there is insistence on two basic points. It is better 
to carry out just a few operations, but on a large scale, 
than to undertake a multiplicity of “little” privatiza- 
tions. They should pertain, first of all, to enterprises 
whose share of the market and profitability cannot fail to 
attract foreign capital. This means mainly industrial 
enterprises such as Rhone-Poulenc or Renault, banks 
like the BNP [National Bank of Paris], and insurance 
companies such as the AGF [General Insurance of 
France] or the CNP [National Welfare Fund]. But it also 
has to do with France Telecom, in the process of opening 
up to European competition. 


2. Who is to determine the composition of the future 
stockholding bodies? 


This question is, obviously, at the heart of the issue. In 
1986, the method used by Edouard Balladur (see section 
under subhead “The 1986 Denationalizations” below) 
provoked harsh criticism. But it is a very safe bet that, 
once in office, the opposition will take its inspiration 
from it. In its proposal, it is already referring to “stable 
stockholders’ groups,” which it would seem will be very 
much like the famous “hard cores.” The nature of the 
authority that will have to choose among various com- 
peting proposals that this or that enterprise be privatized 
is not yet very clear. Parliament will very probably have 
to rule on this matter, and the method it will choose will 
be directly influenced by the balance of forces that 
develops among the various components of the future 
majority. The portion to be left to foreign capital is 
almost certain to be a factor in the polemic argument. 
Louis Schweitzer, the PDG [president and chief execu- 
tive officer] of Renault, has, moreover, clearly indicated 
the limits on the foreign portion in the enterprise he 
heads. In the RTL [REVUE TECHNIQUE LUXEM- 
BOURGEOISE] this weekend, he excluded the possi- 
bility of a foreign majority stockholder in Renault. “! 
cannot imagine that Renault would cease to be French,” 
he predicted. “This would provoke a reaction of rejec- 
tion on the part of many French citizens and the people 
at Renault, including myself.” Put in another way, a 
merger of Renault with Volvo leading to a reorganization 
of capital is inconceivable if it would make the Swedish 
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group the key stockholder in the French company. This 
is a limit which, if accepted by the new government, 
would render its relations with Volvo delicate. 


In an interview on Radio Classique on Saturday, Alain 
Madelin revived the concept of the “golden share,” 
which would enable the French state to retain control of 
a business without holding the majority of the capital 
stock or voting rights. “This would allow it to have its 
say in the sectors judged vital to France,” he explained. 


There can be no doubt that even if the process is 
accepted in principle, it will be tedious to implement, if 
only because since 1986 there has been a singular weak- 
ening in the stock market's attractiveness to French 
citizens. 


The 1986 Denationalizations 


It was to Camille Cabana, secretary general of the City of 
Paris, a high-ranking functionary, that the denationaliza- 
tion issue was entrusted in April of 1986. Several weeks 
later, Edouard Balladur, who was then minister of 
economy, finance, and privatization, announced the 
appointment of a commission of wise men entrusted, 
among other things, with the evaluation of the enter- 
prises involved. The cornmission was headed by Pierre 
Chatenet, former president of the Stock Market Opera- 
tions Commission, and a former member of the Consti- 
tutional Council. This was a burdensome task, and the 
Opposition deputies did not fail to emphasize that the 
government would “sell off” the firms in question. 


Camille Cabana’s assignment was of short duration, 
because he asked to be relieved of responsibility for it in 
July, several months before the text of the law on 
privatizations was published in the JOURNAL OFFI- 
CIEL on 7 August 1986. 


The companies received no allocation of funds. Privati- 
zation was carried out by putting a portion of the stocks 
held by the state on the market in a public offer for sale. 
The price for conveyance was decreed by the minister of 
economy, on the recommendation of the privatization 
commission. The government claimed the right of 
inspection over the stockholders of the privatized enter- 
prises. No foreigner, whether a natural or juridical 
person, could hold more than 20 percent of the capital of 
a “denationalized™ firm. And Edouard Balladur was also 
empowered to decide that no natural or juridical person 
could, on the basis of the privatization, hold more than 
5 percent of the stocks transferred. The government had 
established the conditions under which wage earners 
could become stockholders, including a limit of 10 
percent of the capital. They benefited from a reduction 
(of between 5 and 20 percent, depending on how lung the 
stocks were held and the payment periods), based on the 
OPV [public sale bidding] price. 


But above all, for certain enterprises—MAT RA [General 
Company for Mechanical Engineering-Aviation- 
Traction] and Havas—the state established a system of 
priority stocks, reserving for itself the option of opposing 
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certain decisions. A kind of “golden share.” This specific 
action enabled the minister in charge of economy to 
approve shares in excess of 10 percent of the capita! by 
one or several persons acting jointly. This specific action 
was to cease to have effect after a period of five years. 


Under certain conditions, stockholders found them- 
selves given stocks free of charge. 


It was another decision by the Ministry of Economy that 
provoked a flood of criticism—that pertaining to the 
notorious “hard cores.” 


These nuclei, cian (00 cuitan @ tah bot 
foreign industrialists and financiers, previously screened 
by the minister of state, were to ensure a minimum of 
stability in the stockholding bodies of the privatized 
companies. These privileged stockholders were to pay an 
extra premium over the price at the time of the OPV. 
They were to hold their stock for at least two years, and 
would not be allowed to transfer them during the three 
following years except with the consent of the boards of 
directors. At the time, Charles Millon protested this 
practice, demanding that the government proceed with 
an allocation instead. The French investors who made 
up the famous stable cores included the nationalized 
insurance companies AGF, GAN [National Insurance 
Group}, and UAP [Paris Insurance Union}. And “inter- 
secting” shares also flourished. The CGE [General Elec- 
trical Company] (which became Alcatel-Alsthom) held 
shares in the General Company, and the bank held 
almost 6 percent of the stock of the industrial group. It 
was Pierre Beregovoy who gave their freedom back to the 
“stable” stockholders in the privatized companies in 
1989. That has not, for the time being, led to any real 
— = = capital of the companies privatized in 1986 
1987. 


Foreign Stockholders Needed 


Does the French stock market have the resources to 
accommodate the privatization program that the right 
wing will implement if it wins the legislative elections? 
The question is being asked. If one is to believe the latest 
statements, the plan calls for putting the equivalent of 30 
billion francs on the market in 1993 and between 30 and 
60 billion annually in the three subsequent years. “This 
is an ambitious program, if one looks at the current 
economic situation,” Herve Goulletquer, an economist 
with the People’s Banks Central Fund, points out. “For if 
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one looks closely, what is the present trend? The vast 
majority of househoids have no moncy. In those that do 
have some, the principal inclination is to invest savings 
in short-term products of the monetary SICAV [Variable 
Capital Investment Company] type. And those investing 
over the longer term prefer retirement investments. 
Therefore, it appears, a priori, that the privatizations’ 
‘target’ clientele is not prepared to respond to this 
appeal. In order to reverse this trend, a number of factors 
would have to come together in short order. First of all, 
there would have to be a major reduction in short-term 
rates in order to win back a portion of the monectary- 
product clientele. Then there would have to be a major 
economic recovery in France enabling enterprises to 
show improving results again. And, finally, there would 
have to be a tax incentive—a matter of rewarding all 
those who have decided to subscribe. For the time being, 
these conditions are far from being met. This is why I 
think that in 1993, at least, it will be hard for the stock 
market to accommodate this program,” Herve Goullet- 
quer says. 


“If one relies basically on individual savings for the 
recovery of the state stocks, there will most certainly be 
great difficulty in completing the operations,” Olivier 
Maumuz, the financial director of GMF [General 
Motors of France], believes, for his part. “I, on the other 
hand, am convinced that foreign investors, who have 
been very keen on the French market for almost a year, 
will flock to buy the stocks, even if it involves arbitrage,” 
he adds. If there were arbitrage with other companies on 
the French side, this solution would certainly not be very 
favorable for the development of the CAC 40 [exchange 
agents company]. In the opinion of Yann Gerardin, who 
is in charge of the trading table at the BNP [National 
Bank of Paris}, what such a privatization program would 
need in order for the French market to absorb it is, above 
all, a drastic reduction in short-term rates. ““That having 
been said, I am struck by the recent success of the OPV 
in Rhone-Poulenc. This operation was equally well- 
received by the institutional investors and by private 
individuals, and it was followed as massively by the 
French as by foreigners. However, Rhone-Poulenc has 
just made a downward revision of its estimates of the 
results prior to the OPV, and the prospects for the sector 
appear gloomy. Which does indeed indicate that the 
investors are showing an undeniable interest in French 
‘blue chip’ stocks. This is a sign that is more than 
encouraging for the next operations.” 
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Former BNL President on PSI's Ties to Banks 


93ES0454A Milan EUROPEO in Italian 26 Feb 93 
pp 4-10 


[Article by Antonella Rampino: “That Time When Bet- 
tino, Calvi, and I...."] 

[Text] Cover story; first secret meeting between Bettino 
Craxi and Ambrosiano president; preemptory phone call 
in 1982: Let’s save Him; Nerio Nesi, former BNL [Banca 


Nazionale del Lavoro] president, discloses new sensa- 
tional details of banks’ relations with Socialist Party. 


{He was] the administrative services chief of RAI 
[Radiotelevisione Italiana—lItalian Broadcasting Corpo- 
ration], an RAI that was entirely regal and for which in 
the 1950's he laid the juridical for the 
concession of air time. For 12 years [he worked at} 
Olivetti, in the golden age of Adriano, and in the iron age 
of Visentini. For another 24 years he was a state banker, 
first as » >= president of the Turin Saving Fund, then at 
the head of BNL where he introduced terms and matters 
like leasing and para-banking which until then had been 
considered “esoteric,” . And for 30 consecutive years, 
until autumn 1992, he was a member of the Italian 
Socialist Party [PSI], to which he had been introduced by 
Riccardo Lombardi. Nerio Nesi, one of the foremost, 
Bettino Craxi accusers 
Chesil Cosa” te 6: he once said to mark the difference) 
opened the archives of his memory in EUROPEO. 


He returned for the first time to Cortina, from the hordes 
of August 3 % years ago when the Atlanta BNL case 
exploded, and was festively greeted by friends Pietro and 
Milena Barilla, by Maria Benelli, and by Giorgio Forat- 
tini, who did a vignetie for the cover of Nerio Nesi's 
biographical book, titled Before and After Atlanta, pub- 
lished by Sperling & Kupfer. Nesi's first statement is: “It 
was to be Indro Montanelli himself, the great and old 
conservative of all time, who wrote in IL GIORNALE 
that the ideal of justice and freedom of socialism is not 
yet dead.” Montanelli wrote in the front page of his daily 
newspaper, “Socialism cannot die. So long as men are 
able to yearn for justice and altruism, that yearning will 
be socialist.” And to think that Montanelli’s reference to 
values seemed to some to be a De Amicis pose.“ 


{[Rampino] What did you think when you learned of the 
guarantees given to Craxi and Martelli for the Ambro- 
siano affair? 

[Nesi] I thought of the time when in 1982, the Italian 
banking system, with the BNL in the forefront, was 
called upon to save Banco Ambrosiano. Before that, | 
had had little contact with Roberto Calvi. I had seen him 
the first time in 1977. Craxi was to meet him, and since 


Iwasthe’.. “ve PSI credit office, we went together 
to see P ~, administrative secretary, to visit 
himints  « 4 °f Janco Ambrosiano. 


It was a courtesy © «ch: I had learned from Formica that 


the party was indebted to the Bank. Craxi and Calvi, did 


(“He loves Garibaldi, and tas 


people were involved who were not up to the importance 
persons needed for the operation. Craxi was 
Sateen, Eb Giamah Ge t Gn Gein of tele an 
heart palpitations. | pointed out to him that the affair 
did not upon me, that seven other banks were 
involved. Then, one day he called me and said: “Then it 
seems to me that what counts there is this Bazoli. Find 
out for me who he is close to; it seems to me he is with De 
Mita.” That's how Craxi is, and that’s how he speaks. I 
telephoned Prof. Bazoli and asked for a meeting. He 
invited me to lunch at his house. In a very kind gesture 
he offered to come and pick me up on the highway in his 
car. And so in a [Fiat] 500, followed by my driver in 2 
164, we went to his villa in the center of Brescia. We 
chatted for an entire afternoon, and | recall at the end | 
told Craxi: “After so many hours of discussion I can tell 
you that certainly Prof. Bazoli is not with you, to use 
your language, but certainly also he is not with De Mita. 
Bazoli had only one point of reference, and it is the 
Cardinal of Milan; and perhaps, but | think he is less 
important, also the Pope.” Craxi became very angry. 


{[Rampino] What is your assessment today of ali these 
affairs that led to the decline of the sacred Craxi empire 
and the collapse of the Socialist Party? 


[Nesi] I believe they were the fruit of a binge that 
affected all the PSI leaders. We must not forget that they 
emerged from a prestigious party, that of De Martino, 
but politically on the defensive, and that the Central 
Committee of Midas, which collapsed after a notable 
election defeat. 


{Rampino] Did you vote for Craxi at Midas? 


Nesi] Yes. Craxi came to seek votes among Lombardi 
ollowers. | voted for him because it seemed to me that 
otherwise the Socialist party would have had a very 
uncertain future. 
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[Rampino] Then there was the kidnapping of De Mar- 


[Nesi} Craxi already was party secretary and | saw him 
become doaply inveived to solve the problem. Hie called 


! 
i 
i 
i 
. 


raised. It is something that struck me. He became 
involved in raising funds and was able to return—I do 
not remember well-—either all or most of the amount. 


{[Rampino] At that time, there was a rumor that one of 
[Nesi] This remains a dark episode in the history of the 
PSI. But there is no logic to it: Craxi was already party 
secretary, De Martino was politically in decline. The 
thing does not make sense. 


{[Rampino] The Lombardi contingent was the poorest 
one. How was it financed? It seems that Craxi under- 
mined Mazzanti because he feared that that famous 
—_— in the ENI-Petromin affair had been paid to the 


{Nesi] I never knew anything about the ENI-Petromin 
affair. The Lombardi contingent was not self-financing. I 
recall a letter from Lombardi to Nenni: “Please excuse 
me for not making a personal contribution to the party 
for 3 months.’ One time, four of us got together with 
Detto Dalmastro, Mario Andreas and Fermo Solari, the 
assistant of Ferruccio Parri in the Action Party, to offer 
an 1100 [c.c] automobile to Riccardo Lombardi. That 
was the climate within the Lombardi contingent. 


{Rampino] But you knew how the others financed them- 
selves, how they administered the party? 


[Nesi] No. Lombardi detested what he called the “divi- 
sion of the spoils,” and that is the parcelling of jobs. The 
only time that, who knows how, he allowed himself to be 
influenced was when he, who was the inspiration for the 
idea of nationalization of the electrical industry, named 
a person close to him to the board of directors of ENEL 
[National Electric Power Board]. I myself was named 
vice president of the Turin Savings Fund without Lom- 
bardi’s knowledge. He regarded me like a son, but he 
would not have given me the least support. Antonio 
Giolitti was the same. | recollect about him that one 
time, with great circumspection, as though it was some- 
thing to be held secret, he handed over a financial 
contribution to the group, a friend's check for 140,000 
lire in 1970 currency. At the end of the meeting each one 
gave 10,000 to 20,000 lire, which is a tactic I used in the 
1992 movement I created in Piedmont. 


{[Rampino] How did you become acquainted with Ric- 
cardo Lombardi? 


[Nesi] Do you want to know how one joined the party at 
the beginning of the 1970's? | was employed by Olivetti, 
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6 months.” That's what I did. When I went back to him, 
after having read everything I could, I told him that I felt 
closer to Riccardo Lombardi. I still recall that we were in 
Via di Porta Pinciana 6 in Rome, where he lived. He 
immediately telephoned Lombardi who gave us an 
appointment the next day at the offices in Via del Corso. 
Volterra was a man who inspired more apprehension 
than affection and it was extraordinary to see these two 
men together, both members of the Action Party, both 
heroes of the Resistance, who still used the formal form 
of address with each other. It was not easy to become a 
member. Lombardi asked why I had noi gone to a Turin 
section of the party and, on learning that | was an 
executive at Olivetti, he advised me to wait and con- 
tacted Antonio Giolitti. Another year passed, and when 
we were on a more informal relationship with Lombardi, 
I became a member in my city of origin, Bologna. 


{Rampino] That must have been a scandal at the Olivetti 
company... 


[Nesi] The scandal erupted in 1964, following the death 
of Adriano Olivetti, when Bruno Visentini was president 
and Aurelio Peccei was chairman of the board of direc- 
tors. It happened that despite the fact that | was a 
company executive, I went to a demonstration run by the 
CGIL [Italian General Confederation of Labor]. | recall 
a large banner which said, “Hands Off Olivetti.” Fol- 
lowing the demonstration, Visentini summoned me: 
“Dr. Nesi, I suppose you have already resigned, or do 
you want me to fire you?” Having no backup funds, | 
tried to justify myself. He interrupted me immediately: 
“You need not worry because you are now a free man.” 
I had been fired, and from his point of view Visentini 
certainly was right. I confided in Lombardi, who in turn 
spoke with Ugo La Malfa, and an accommodation was 
reached with Visentini. Then in 1965 | was named vice 
president of the Turin Savings Fund. | recall that the 
secretary of the Turin PSI federation, a certain Canep- 
aro, called me and told me there was this position that no 
one was interested in, imagine that, and now it could 
disappear. Are you interested? You could be qualified 
since you are a technician. I spoke about it with Peccei 
and above all with Detto Dalmastro, a great friend of 
Lombardi and Giolitti and both said if you don’t go, who 
knows who will get the job. You should consider that the 











52 ITALY & VATICAN CITY 


savings and loans were considered a fiefdom of the DC, 
and in general, the very few socialists absolutely did not 
count for anything. The idea that someone who had been 
financial director of Olivetti would take the job was 
impressive. 


[Rampino] What kind of person was Adriano Olivetti? 


{Nesi] I met him when I was chief of administrative 
services of RAI. At that time there were only two points 
of reference for an ambitious youth: Olivetti and ENI 
[National Hydrocarbons Agency]. Adriano Olivetti or 
Enrico Mattei. Brioschi, who was the number one finan- 
cial adviser of Ivrea [headquarters of Olivetti], intro- 
duced me to Roberto Olivetti, and after a month I was 
called for a conference with Adriano Olivetti. It was a 
terrible shock: They were looking for an assistant to 
Brioschi, and he talked with me for three hours, talking 
about everything—movies, books, the nation’s political 
situation. Not one word about financial services. In 
those days, Gian Luigi Gabetti and Furio Colombo were 
there. After a month, I was hired by letter. I began the 
most extraordinary period of my life. I became so deeply 
involved in the line of the Olivetti family that when 
Adriano died, they named me the executor of his estate. 
Thus I discovered that everything they had earned was 
reinvested in the company. 


{[Rampino] Was it as financial director of Olivetti that 
you came to know Cuccia? 


[Nesi] Olivetti was in difficulty, and I went, together 
with Brioschi, to take the ledgers to Via Filodrammatici 
1 [Milan headquarters of Mediobanca (Financial Credit 
Bank)}j. Once I went alone. I was totally involved in 
Olivetti, as always with what I do, and I became very 
interested in explaining to Cuccia what Olivetti was, the 
Canavese plant, that was necessary to save this great 
electronics center. It was 1964 and the company was in 
trouble. Adriano had made two decisions that Olivetti 
could have withstood only if he was alive because of the 
very great prestige he enjoyed. He had entered into the 
sector of large electronic computers and had bought 
Underwood. Intensive speculation in Olivetti shares 
began on the stock market. It should be considered that 
when capitalization was increased, the company had 
appealed also to the workers, and employees had sub- 
scribed. Olivetti’s stock plunged when speculation 
began. The crisis came. It was then that I went to Cuccia. 
While I was speaking, this man who was so powerful and 
important continued to look at me, first in surprise, then 
with boredom, finally with obvious irritation. He cared 
nothing whatever about the Olivetti company. It was 
only a box to be filled from another box. And, in fact, 
Mediobanca then completed the deal, and this involved 
the eclipse of the Olivetti family. 


{[Rampino] Is it possible to compare Raffaele Mattioli 
and Cuccia? 


[Nesi] Mattioli believed that finance without production 
was useless and even harmful. Cuccia believed that the 
company is merely a complex of shares, of papers that 
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represent goods, real estate and then finally, but only 
finally, production too. This is a profound difference. 
Cuccia had been a great private banker, but of a bank 
that administered government money. Via Filodram- 
matici always has been the place where public is changed 
into private. 


{[Rampino] Are you referring to the role that Mediobanca 
played in hidden financing of the parties? To the fact 
that industrialists, as Cesare Merzagora said years ago, 
left 50 or 100 billion lire there and that Mediobanca paid 
an official interest of 5 percent plus an additional 
interest of 2 percent in black funds that wound up in the 
hands of politicians? 


[Nesi] That Mediobanca played a role in the IRI’s 
{Institute for Reconstruction Industry] secret funds was 
fully documented in all official files. Enrico Cuccia was 
found blameless. But the strange thing is that the Bank of 
Italy inspectors drafted a very harsh report on 
Mediobanca without any result. 


{Rampino] What was the relationship between Craxi and 
Cuccia? 


[Nesi] Enrico Cuccia found a way to help Salvatore 
Ligresti, something that the BNL had refused. Consider 
that around 1987, when I told him | did not want to 
become treasury minister, Craxi suddenly, with a certain 
crafty smile, the smile of someone who knows something 
that the interlocutor does not know, told me: “And what 
about if we gave Cuccia the job?” The remark stunned 
me; it was the last name I would have expected from a 
national secretary of the PSI, even if from Craxi, and I 
told him that clearly. I said it because I was convinced 
that Cuccia would have accepted. 


{[Rampino] Why did you believe that? It is legendary that 
Cuccia’s habit is to remain in the shadows.... 


[Nesi] Consider that Craxi at that time was a man 
capable of changing ministers, and not just Socialists. 
Power brings men of the stripe of Giovanni Conso from 
the shadows, imagine what it can do for men like Enrico 
Cuccia! 


I do not considez myself particularly, but I do consider 
my role at that moment, because for the son of a worker, 
such as I am, to give up the job of treasury minister in 
three days is not easy. 


[Rampino] The IRI secret funds, the Italcasse scandal 
and those of ENI- Petromin, the Ambrosiano and the 
collapse of the Private Italian Bank, and so on up to 
Kickback City.“ Italy seems to have moved from brain- 
less crooks to crooks without ethics. Where did all this 
begin? 

(Nesi] Unfortunately, it must be said that added to these 
are the political mysteries, the government devastation. 
The kidnapping of Moro is the degeneration that leads to 
the crime of a conception of the left. The Calvi case is 


instead the fruit of a feeling of impunity by one part of 
the country. But both happen in a state that did not have 





FBIS-WEU-93-051 
18 March 1993 


the possibility for political renewal. Despite Kickback 
City, it cannot even be said that the degeneration of the 
nation derives from the assignment of public contracts. 
Consider the relationships between Cuccia and Sindona. 
The political parties did not enter into that at all, they 
were just deals and that is all. | believe that the genetic 
mutation essentially followed two main lines. On the one 
hand that, entirely legitimate, of international finance 
which considers itself the absolute arbiter of itself and 
above the law. Italy is a nation in which, until a few years 
ago, the citizen could not go on vacation abroad with 
more than 5,000,000 lire, but it was always possible for 
banks and businesses to export trillions. 


And this was justified by the fact that Italy was emerging 
from a condition of provincialism to aspire to the level of 
an international power. What is Italy today? Not a 
fatherland, not a nation, but an economic region, or a 
collection of regions, that confront other regions. The 
health of the nation is not important; the important 
thing is that the RAS [Adriatic Insurance Company] 
prospers, that the Generali [General Insurance Corpora- 
tion] prospers. It is not important whom they belong to. 
To say anything different from this means being branded 
as superpatriots out of their time, or as provincials. 


{[Rampino] And what about the second main line? We 
could say that after all Bribe City is the conversion of 
politics into financial organizations.... 


[Nesi] That is a daring comparison, but it could function. 
Even there values have not disappeared. In the enrich- 
ment and careers of provincial party secretaries who 
become ministers, there is a leap of logic: power without 
quality in a nation of newly rich. This, after all, is 
Craxism. And it is no different from the evil Christian 
Democratic practices: to delegate persons of little ability 
who for this reason can be controlled. And then there is 
wealth that becomes a moral value. This had its most 
shining moment in Lombardy; it would not have been 
possible in Piedmont and not even in Rome—the DC 
ministers are more cautious. And then we must go to 
Naples to find a comparison with Milan. Craxism found 
its humus in Lombardy. Craxi associated with persons 
who had nothing to do with Socialism, and then he saw 
the industrialists of Brianza and others, who said to him, 
“Mr. Prime Minister, move ahead, Italy is rich, it is 
going strong!” No one can change my conviction that the 
agreement on the sliding wage scale was born in that 
climate. 


{[Rampino] The Banca Commerciale [Commercial Bank, 
also refered to as Comit] has always been the great rival 
of the Banca Nazionale del Lavoro, since the times of 
Imbriani Longo and of Mattioli. What was the weight of 
this in the relationship between public and private 
interests? Is it true that in Comit your idea of a bank as 
a business was considered “out of kilter”’? 


{[Nesi] The relationship with Comit always has been 
rivalry. It is a rivalry between Rome and Milan, between 
the two ways of understanding the nation and the 
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interests of the nation. Cuccia, who perhaps does not 
have a high regard for Italy, thinks of a grand aggregation 
in northern Italy and in Europe, between Lazard Freres, 
IFI {Italian Financial Institute], Gemina, and Generali. 
This was why he opposed, and defeated, my project of 
establishing a reference point with the BNL, the INA 
[National Insurance Institute], and the INPS [National 
Social Security Institute]. Comit feared more than others 
that BNL would become the foremost bank in the 
country, not only in terms of size. And then this reaf- 
firmed a historical grudge that I tried instead to reacti- 
vate to strengthen the BNL executives who did not have 
the tradition and fame of the executives of Comit, 
particularly in the international field. If BNL had joined 
with INA and INPS, Italian financial history would have 
changed. There would have been an affirmation of the 
concept dear to Nitti, to Giolitti, that the government 
should have in the center of the country—and that is in 
its capital—a public group of such dimensions as to be 
able to be a counter-weight to the large private groups in 
the north. Nitti, Giolitti, Mussolini, and De Gasperi 
worked on this. When, in 1945, Comit suggested that the 
BNL be dissolved, De Gasperi rejected it in the same 
way that Mussolini did in 1925. This was because strong 
prime ministers understood that they must have an 
instrument in the center of the nation. 


Even Giuliano Amato understood this when he sup- 
ported the project despite very violent attacks by Con- 
findustria. 


And Giulio Andreotti, who wanted the Bank of Rome, 
understood it. Anyone can understand that Miian cannot 
be governed from Rome, that Milan is something else 
and that if Milan then is allied with Turin, Trieste. and 
Paris, as in the plan superbly implemented by Enrico 
Cuccia, the game is over. But this is a battle I lost. 


[Rampino] Going back in your memory to so many 
national scandals, who are the very important persons 
you would send to hell? 


{Nesi] First of all, | would send to hell those whitewashed 
sepulchres, those solons of the economy who behave in a 
way opposite to what they preach: Guido Carli is a 
classical example of this category. 


[Rampino] And to purgatory? 


[Nesi] Cesare Romiti, the great ideologue of business. 
Romiti says that it is the center of human activity 
because in it capital, labor, technology converge. even 
the number of hours many spend there, more than in any 
other place. To this point, Romiti is right; but then he 
takes a further step: He says if this is true, then it is also 
true that the earnings of business, that profit represents a 
moral value. 


This would be a great subject of debate for a political 
party. But, unfortunately as always, the PSI is there 
stuttering. 


{Rampino] And where would you place yourself? 








54 ITALY & VATICAN CITY 


{Nesi] In purgatory. I always tried to do my duty, but I 
made many mistakes. 


Police Arrest Alleged Members of ‘Chinese 
Mafia’ 


AU1603204693 Paris AFP in English 2021 GMT 
16 Mar 93 


[Text] Rome, March 16 (AFP)}—Police here Tuesday [16 
March] arrested four Chinese suspected of belonging to 
the Mafia group Sole Rosso (Red Sun), which concen- 
trates on racketeering Chinese restaurants in the capital. 


Among those picked up under a wide-ranging investiga- 
tion by the new Directorate of Anti-Mafia Inquiries was 
Zhou Yi Ping, said to be the chief of Sole Rosso. Some 15 
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Chinese have been arrested in connection with the 
investigation over the past few months. 


The Italian inspectors have established links between the 
Chinese Mafia in Rome and similar groups in Florence 
and Milan, as well as in Spain and France. Along with 
racketeering they are accused of kidnapping, illegal 
immigration and attacks against property. 


Sources close to the inquiry said that as with the Sicilian 
Mafia clans, family ties were important as was occa- 
sional assistance from numerous members of the Chi- 
nese community. But the Chinese racketeers avoid traf- 
ficking in drugs cr arms. 


Zhou Yi Ping, a leading member of Rome's Chinese 
community, is also the owner of a chain of restaurants 
one of which was closed down a few days ago by tax 
officials. 
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apertage on Possible UNFICYP Reduction, 
aps 


Unarmed Observers Said Considered 


NC1503100793 Nicosia 1 SIMERINI in Greek 
15 Mar 93 pl 


[Report by Kostas Venizelos] 


[Excerpt] Some 200 unarmed observers will fill in the 
gaps created by the significant reduction in UNFICYP 
[UN Forces in Cyprus]. According to well-informed 
sources, the United Nations is considering this solution, 
thus combining the views of UN Secretary General 
Butrus Butrus-Ghali that will be included in his report to 
the Security Council in the next few days. The sugges- 
tions, to maintain the force in its current form or 
transform it into a detachment of observers, will be 
combined with a reduction in the armed sections and 
reinforcement with unarmed observers. 


This solution does not meet the island’s security needs. 
The UN Secretariat and the countries participating in 
UNFICYP insist that financial difficulties prevent them 
from continuing to support their contingents. The House 
of Representatives Defense Committee has asked the 
National Guard General Staff to brief it urgently on the 
problems that will be created by UNFICYP’s withdrawal 
and will discuss the 200 observers, who will be unable to 
carry out their duties, because the only thing they will be 
doing is keeping track of either side’s violations of the 
so-called dead zone. 


The Cypriot Government has raised the issue of 
reducing UNFICYP’s detachments with foreign govern- 
ments and the United Nations: 


If UNFICYP withdraws completely, the Greek Army 
will descend on Cyprus and fill in the gaps as one of the 
guarantor powers. 


The government will proceed with a broad mobilization 
of reservists to support the work of the National Guard 
and protect the buffer zone. 


It suggests that before it proceeds with these solutions— 
it has briefed the countries concerned—the government, 
along with Greece, will finance part of the force's 
expenses of 30 million pounds annually. It also suggests 
that UNFICYP expenses fall within the greater cost of 
peace forces scattered around the world. [passage 
omitted] 


Regime Vows To Take Security Measures 


NC1503130893 Nicosia Cyprus Broadcasting 
Corporation Radio Network in Greek 1130 GMT 
15 Mar 93 


[Text] Government spokesman loannis Kasoulidhis said 
the government is determined to take all the necessary 
measures to safeguard the security of the free areas if 
UNFICYP [UN Forces in Cyprus] reduces its sirength to 
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the extent that it is unable to effectively supervise the 
buffer zone. The government spokesman said the gov- 
ernment has already briefed the UN secretary general's 
envoys on the problems that may arise if UNFICYP’s 
Strength is reduced. 


Asked whether the issue of the Greek Army descending 
on Cyprus has been raised with other governments, 
Kasoulidhis said no, adding: The government hopes that 
the United Nations realizes the seriousness of the need 
for UNFICYP to supervise the buffer zone. He said he 
hopes the government will not have to take any measures 
to safeguard Cyprus’ safety. 


Kasoulidhis said one of the possibilities being studied if 
UNFICYP reduces its strength is mixed participation of 
contingents and observers. 


Ireland To Examine Increasing Participation 


NC1603171793 Nicosia Cyprus Broadcasting 
Corporation Radio Network in Greek 1500 GMT 
16 Mar 93 


[Text] Ireland will examine the possibility of upgrading 
its participation in the UN Forces in Cyprus [UNFI- 
CYP], Irish Defense Minister David Andrews said today 
following a meeting with Defense Minister Konstand- 
inos Iliadhis. During the m2eting at the Defense Min- 
istry this morning, the two ministers discussed issues of 
common interest and particularly the UN's role in the 
peace efforts in Cyprus. The Irish defense minister said 
he explained to his Cypriot counterpart that his country 
is decreasing the number of Irish troops in international 
peacekeeping operations, but, he continued, Ireland will 
examine the possibility of increasing its participation in 
UNFICYP. The Irish official said his country and 
Cyprus face the common problem of division and have a 
common goal of achieving unity in their countries by 
peaceful means. Defense Minister lliadhis said he was 
grateful for the Irish Government's interest and for its 
help in maintaining peace in Cyprus through the UN 
peace force. 


[In a similar report, Nicosia CYPRUS NEWS AGENCY 
in English at 1853 GMT on 16 March adds the following: 
“The Government of the Republic of Ireland would 
support Cyprus’ bid for accession to the European Com- 
munity, Irish Defence and Fisheries Minister David 
Andrews was quoted as saying here. 


[“Andrews, who also served as foreign minister, made 
this statement after a meeting Tuesday [16 March] with 
Foreign Minister Alekos Mikhailidhis. 


(“Andrews left Cyprus Tuesday for Beirut. He will return 
to the island next week for consultations with UNFI- 
CYP, it was learned.”’] 
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Financing Said at Issue 
NC1703112593 Nicosia O AGON in Greek 17 Mar 93 
p 32 


{Text} Great Britain is using various methods to prevent 
the release of UN Secretary General Butrus Butrus- 
Ghali’s report on the financial needs of the UN Forces in 
Cyprus [UNFICYP]. 


According to our information, the British Government, 
apparently with the support of other Security Council 
members, insists on the removal of the last paragraph of 
the report, which requires Security Council members to 
contribute to UNFICYP’s support fund. 


If the British effort succeeds, UNFICYP’s withdrawal 
from Cyprus is a virtual certainty because the countries 
with contingents in the peace force appear unwilling to 
finance it. 


According to our information, during their talks with 
cabinet members and others, foreign diplomats in 
Nicosia leaked that all the countries reject mandatory 
contributions to the UN fund to meet UNFICYP needs 
in Cyprus. 


One report says: The United Nations is studying the 
establishment of a permanent immediate intervention 
unit consisting of 1,500 men, which will intervene if war 
breaks out. 


The United Nations believes that the number of 
UNFICYP troops who serve the various areas will be 
reduced significantly, thereby reducing the organiza- 
tion’s expenses. 


Based on other reports, the UN secretary general is 
concerned about the possibility of UNFICYP with- 
drawing completely from Cyprus or being replaced by an 
observer group. Butrus-Ghali believes this will worsen 
the situation on the island and create unwanted circum- 
stances that require sending a peacekeeping force to 
Cyprus. 


Despite the UN secretary general's concerns, the polit- 
ical expediencies and interests of the great powers, 
particularly Great Britain, which has significant military 
interests because of its two bases in Cyprus, are involved 
in the issue. 


The government is studying various actions at an inter- 
national level aiming to keep UNFICYP in its current 
form. Within the framework of these actions, the gov- 
ernment will possibly ask other countries (France, 
Russia, etc.) to send detachments to Cyprus to replace 
those that withdraw. 


Reports that Germany intends to send troops to Cyprus 
are unfounded because the German constitution forbids 
sending troops to countries that are not members of 
NATO. 
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Ex-Officials, Thatcher's Son Linked to Arms 
Smuggling to Iraq 

NC1803085893 Nicosia | MAKHI in Greek 18 Mar 93 
pi 


{“Exclusive” report on a 17 March “special dispatch” 
from London] 


[Text] Highly reliable sources have informed our news- 
paper that the British Parliament and Scotland Yard's 
Criminal Investigations Department are investigating 
arms smuggling to Iraq. The suspect is Mark Thatcher, 
son of former Prime Minister Margaret Thatcher. 


A preliminary investigation indicates that Mark 
Thatcher cooperated closely with three high-ranking 
officials in former President Yeoryios Vasiliou’s admin- 
istration. The same sources told us that Thatcher used 
documents from Cyprus that falsely declared that a cargo 
of weapon systems was destined for Cyprus, when they 
actually were headed for Iraq. According to the same 
sources, the arms, worth hundreds of millions of Cyprus 
pounds and which Thatcher was sending to Iraq using 
Cypriot documents, will create a serious scandal in 
Britain and shake British society. 


The weapon systems were sent to Iraq before and during 
the Gulf war. Scotland Yard investigators have thor- 
oughly examined the arms-smuggling operations of 
former Prime Minister Thatcher's son with the three 
high-ranking former Cypriot Government officials. 


The weapon systems were sent to Iraq by sea and air. 


Mikhailidhis Returns From Talks in Brussels 


NC1403175493 Nicosia Cyprus Broadcasting 
Corporation Radio Network in Greek 1500 GMT 
14 Mar 93 


[Text] Foreign Minister Alekos Mikhailidhis returned 
from Brussels this afternoon [14 March] where he had 
talks on the Cyprus issue and promoting Cyprus’ appli- 
cation for accession to the European Community. 
Mikhailidhis met EC Commissioner on Foreign Affairs 
Hans van den Broek, who expressed the hope that the 
opinion on Cyprus’ application will be ready in the first 
six months of 1993 and that it will be positive. The EC 
commissioner reiterated the full support of the Twelve 
for the UN secretary general's efforts to resolve the 
Cyprus issue. He said that the Community is willing to 
help if asked so that the procedure can advance. 


During his visit to Brussels, Mikhailidhis also met Bel- 
gian Minister of Foreign Trade Robert Urbain, who is in 
charge of European Community Affairs. He had a 
working luncheon with Greek EC Commissioner Ioannis 
Paleokrassas. 
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Greek Cypriots Support Meetings With Turkish 
Cypriots 


NC1703 141093 Nicosia Cyprus Broadcasting 
Corporation Radio Network in Greek 1130 GMT 
17 Mar 93 


[Text] Government Spokesman loannis Kasoulidhis said 
that during several meetings with Turkish Cypriot polit- 
ical leaders, Greek Cypriot politicians said that all 
Turkish Cypriot parties should participate in joint meet- 
ings, particularly [Turkish Cypriot leader Rauf] Denktas’ 
party, except of course the settlers’ party. Kasoulidhis 
was replying to a question on whether President Glavkos 
Kliridhis had asked any of his associates for advice 
before suggesting meetings between Greek Cypriot and 
Turkish Cypriot political leaders. He said that Kliridhis 
suggested that the Greek Cypriot and Turkish Cypriot 
leaders meet as an extension to the latest Kliridhis- 
Denktas meeting at Oscar Camilion’s house. 


Asked in what capacity Kliridhis would attend, the 
government spokesman said he would participate in the 
same capacity as former President Yeoryios Vasiliou 
when he met Denktas. He noted: Vasiliou met the 
Turkish Cypriot leader during social events, too. 


Statistics Reflect Increase in Population 


NC1303135793 Nicosia CYPRUS MAIL in English 13 
Mar 93 p 1 


{Excerpt} The island's population has risen to 750,000, 
reflecting an increase of 100,000 in the last decade from 
just under 650,000 in 1982. 


Preliminary figures of the government's Statistics and 
Research Department from a census taken on October | 
last year show that a total of 601,722 people live in the 
government-controlied regions. That means an esti- 
mated 150,000 people live in the Turkish-occupied 
areas. 


According to the last official census in 1982, the island's 
total population that year was 642,731. 
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Nongovernment sources estimated the island's popula- 
tion for 1991 at 709,000, of whom 577,000 lived in the 
government-controlled regions. The 1992 census thus 
indicates a population increase of 24,000 in the south 
and an increase of 18,000 in the north. (passage omitted] 


Atakol: Commonwealth ‘Unjust’ Toward Turkish 
Cypriots 

TA1503181093 Nicosia Bayrak Radio in Turkish 
1630 GMT 15 Mar 93 


[Text] Kenan Atakol, foreign and defense minister, has 
said that the Commonwealth should renounce its unjust 
treatment of the Turkish Cypriots. 


He sent a letter to Commonwealth Secretary General 
Anyaoku, who has arrived in Cyprus to carry out prep- 
arations in connection with the Commonwealth summit 
to be held in southern Cyprus from 21 to 25 October. In 
his letter, Atakol said that the Commonwealth has com- 
mitted a great injustice against the Turkish Cypriots by 
recognizing the Greek Cypriot administration, which 
destroyed the republic by resorting to arms in a bid to 
annex the island to Greece in violation of international 
agreement, as the Republic of Cyprus. He said that as 
long as the Commonwealth continues to recognize the 
title of the Republic of Cyprus unilaterally usurped by 
the Greek Cypriots it will be impossible to find a just 
solution to the Cyprus problem based on the political 
equality of the two communities on the island. Atakol 
added: With your continued recognition you are giving 
the Greek Cypriots the right to colonize the Turkish 
Cypriots. 

Mentioning the continued inhuman embargo the Greek 
Cypriot administration has imposed on the Turkish 
Cypriot people in his letter, Atakol recalled that the 
Turkish Cypriots cannot participate in Commonwealth 
activities due to the unjust attitude of the Greek Cypriot 
side. He concluded by saying that a discriminatory 
attitude regarding the recognition of the Turkish 
Republic of Northern Cyprus might lead the Greek 
Cypriots to dangerous adventures. 
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TA1803161793 Ankara ANATOLIA in English 
1545 GMT 18 Mar 93 


[Text] Ankara, March 18 (AA)}—Turkey on Thursday [18 
March] officially approached the U.S. Government to 
resume talks on updating a 12-year old Defense and 
Economic Cooperation Agreement (DECA) first signed 
between the two countries in 1980. 


A statement by the Foreign Ministry said global reduc- 
tions of US military forces would also affect Turkey and 
that this called for a revision of the provisions of DECA 
to reflect present conditions. 


Turkey has completed its preparation and the United 
States would soon be invited to renegotiate updating the 
agreement originally signed in 1980. 

The validity period of the agreement, which ts subject to 
annual extensions terminates at the end of the year. 


Cetin Returns From Visits to Hungary, Poland 


TA1303 154293 Ankara ANATOLIA in English 1410 
GMT 13 Mar 93 


[Text] Ankara, March 13 (AA}—Turkish Foreign Minister 
Hikmet Cetin returned to Turkey on Friday [12 March] after 
completing his official visits to Hungary and Poland. 


Cetin visited Hungary between March 9 and || and 
Poland between March |! and 12. 

Cetin initialed friendship and cooperation agreements with 
both Hungarian and Polish foreign ministers and signed a 
protocol to prevent double taxation with Hungary. 

The friendship and cooperation agreement with Poland 
is a renewal of a similar agreernent that was previously 
signed in 1923. 


The agreement is now updated in compliance with 
prevailing conditions in the world. 


The agreement is expected to be signed during Premier 
Suleyman Demirel’'s visit to Warsaw in the near future. 


F Ministry Condemnation of Bombay 
Bombings Cited 


TA1503 184093 Ankara TRT Television Network in 
Turkish 1800 GMT 15 Mar 93 


[Text] Turkey has expressed regret over the bombings in 
Bombay which led to the death of many people. The 
Foreign Ministry has issued a statement saying that 
Turkey has always opposed acts of violence no matter 
what their goals and that, within this framework, it 
condemns the recent terrorist attacks in India. 


NC 1303145493 Istanbul SABAH in Turkish 8 Mar 93 p 3 


[Column by Gungor Mengi: “Syria and Iran”) 


[Text] The raid on one of the Revolutionary Left's [Dev-Sol] 
cell-houses in a suburb of Istanbul on Saturday night [6 
March] should be regarded as a significant step in the 
cooperation among neighboring countries against acts of 
terrorism. 


The Syrian Secret Service organization provided Turkish 
officials with the information needed to capture Bedni 
Yagan, the second highest leader of the Revolutionary 
Left organization, some time ago. Yagan was followed as 
he left one of the camps in the Syrian-controlled area of 
Lebanon. Security forces surrounded the apartment 
block he entered in Istanbul on Saturday. Yagan, who 
was a dangerous terrorist leader and who arrived in 
Istanbul to carry out bloody activities, was captured 
together with his colleagues. 

That Syria, which has been the center of every kind of 
conspiracy and disorder until recently, has moved to 
cooperate with Turkey against terrorist activities is a 
very important development. The change in Syria's 
policy will not only reduce the number of the victims of 
left-wing terrorism but will also lessen the number of 
youths that the terrorist organizations encourage to 
become involved in lawless activities. 


The Turkish Government must quickly make a gesture to 
convince Syria that it stands to gain from goodwill and 
cooperation. The government musi also find a way to 
convince Iran to adopt a similar approach to cooperation. 


The evidence on the recent acts of terrorism in Turkey, 
which have created shock throughout the country, has con- 
firmed that doubts about Iranian involvement in the inci- 
dents are justified. The Turkish Radio and Television Net- 
work described the operation against the Workers Party of 
Kurdistan [PKK] on Agri Mountain as an attempt to “cap- 
ture the separatist terrorists, who infiltrated into Turkey 
after training in Iran.” Strangely enough, the government has 
remained silent on the matter. The ministers, who roared 
like lions after journalist Ugur Mumcu was killed. have not 


appeared on the scene. 


As far as we are concerned, this silence is meaningless. 
We agree that the Iranian Government musi not be 
placed in the same basket with the forces in Iran that 
wish to spread the Islamic Revolution. But we want to 
know if the present degree of inaction doesn't strengthen 
the fundamentalist forces in Iran which interfere in 
Turkey's internal affairs to cause bloodshed in the 
country. 


The Tehran administration has been wasting time on the 
outcome of the information and documents the Turkish 
Government has conveyed to it in connection with the 
recent killings in Turkey. Should Turkey not pressure 
Tehran? Isn't treating Iran as a friendly country when we 
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have doubts on Tehran's involvement in acts of ter- 
rorism a dangerous sign of weakness? 


Iran was accused of being the “most terrorist 
country” in the world after the explosion at the World 
Trade Center in New York. It seems that the Tehran 
administration may experience a more shocking state of 
isolation in the near future. 

The latest developments may compel the Tehran admin- 
istration to adopt a new approach to prove that it acts 
with goodwill. In fact, Iran may be attracted by the idea 
of showing that it cooperates with a neighboring country 
against terrorism. That should not be regarded as an 
opportunist approach. After all, Iran will benefit from it 
as much as Turkey will. No country can remain on its 
feet by using terrorism, which is a horrible and ugly 
weapon, against the entire world. 


More on Demirel Remarks on Letter With Ocalan 
Message 


NC1603190793 Istanbul MILLIYET in Turkish 15 Mar 93 
pil 


[Fikret Bila report: “Not Ocalan's Letter’ 


[Text] Ankara—Prime Minister Suleyman Demirel has 
confirmed that Jalal Talabani, leader of the Patriotic 
Union of Kurdistan, has conveyed a letter to him which 
contained a message from Abdullah Ocalan, leader of the 
Workers Party of Kurdistan [PKK]. Demirel pointed 
out, however, that neither the PKK nor Abdullah Ocalan 
have made a direct statement that they will “lay down 
their arms.” He said that the letter conveyed indirect 
information, and he asserted that a letter that contains 
information on a meeting held by a foreign official is not 
binding on Turkey. Furthermore, Demirel stressed that 
responding to such a letter is out of the question. 


Replying to our question about Talabani's letter, 
Demirel said: “Assessing such a letter or commenting on 
it is out of the question. A direct disclosure has not been 
made by those who have organized bloodshed in Turkey. 
No statement has been made by the leader of the band 
that has shed blood in Turkey. Neither that organization 
nor its leader has stated that they are laying down their 
arms. What has taken place is as follows: Jalal Talabani 
has informed us about the meeting he held with that 
person. That is what the letter was about. That person 
has not come out to state that they have abandoned their 
arms. Consequently, the letter will not be binding on 
Turkey. In view of this, | do not wish to comment on it. 
Responding to such a letter is out of the question.” 


Asked whether the Presidential Palace in Cankaya will adopt 
an active policy on the matter, Demirel asserted: “We have 
not received anything from the Presidential Palace on the 
matter. In any event, the matter does not concern the 
Presidential Palace. What can the Presidential Palace do? 
The government is responsible for every development.” 
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Demirel was reminded that several circles regard Oca- 
lan’s call for peace as a tactic prior to the Nevruz [spring 
festival] celebrations and believe that the PKK has made 
a move to hold the state responsible for any incident on 
that occasion. Asked whether he shared this viewpoint, 
Demirel said: “No, I do not, because the state does not 
shed blood. That organization will not be convincing if it 
moves to claim that the state is responsible for bloodshed 
because the organization has already laid down its arms. 
No, the state will not cause bloodshed. They will be 
forced to disclose who is responsible for any bloodshed. 
In view of this, I do not share that viewpoint. The state 
has taken measures to prevent bloodshed. All the mea- 
sures have been carefully planned.” 


Death Sentences Demanded for ‘Radical Islamic 
Militants’ 

TA 1603155893 Ankara ANATOLIA in English 1550 
GMT 16 Mar 93 


[Text] Istanbul, March 16 (AA}—The public prosecutor 
demanded death sentences on Tuesday [16 March] for two 
radical Islamic militants accused of murdering journalists 
and attempting to subvert the constitution by force. 


The prosecutor also asked a State Security Court to pass 
lengthy prison sentences on another 18 Muslim funda- 
mentalists for forming an illegal organization, complicity 
in murder and armed robberies. 


The 20 men, arrested in January, are members of Islamic 
Action, a group which the authorities say has links with Iran. 


Chief Prosecutor Ahmet Koksal said his indictment calls 
for the death penalty for defendants Mehmet Ali Seker 
and Gudbettin Gok. 


Seker and Gok are two of twenty militants rounded up in 
a series of operations launched on January 23, after an 
abortive attempt on the life of businessman Jak Kamhi., 
a leading member of Istanbul's Jewish community. 


The militants have been charged with the murders of 
newspaper editor Cetin Emec and writer Turan Dursun 
and attempting to subvert the constitutional order by 
armed means. 


Emec, editor of the daily newspaper HURRIYET, was 
shot dead outside his Istanbul home in March 1990. 
Dursun was gunned down in Istanbul in September 
1990. 


No date for the trials has been sect. 


Prosecutor Koksal said that some of the defendants had 
admitted to police that they were trained in assassination 
techniques in Iran. 


He said he was calling for capital punishment for Seker 
and Gok because of their role in setting up a criminal 
Organization aimed at overthrowing the secular state and 
replacing it with a state based on relig.ous law. 
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